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All the Facts You Need to Know About 
You Hold or Plan to Buy 


the Stocks 


What lines of business are represented 
by the investments in which you are 
interested? 


On what exchange are they listed? 


Which industries—which companies are 
going ahead? Which are declining? 


What is the funded debt, if any? 


How many shares of stock are out- 

standing? 

\Vhat is the par value? 

What is the dividend rate? 

When is the dividend payable? 

What were the 1932 and 1933 earnings 
the interim earnings for 1933 and 

1934? 


What are the 1934—and the 1935 highs 
and lows? 
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What are the ticker symbols? 


What are the pertinent facts about the 
early outlook? 
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these factors monthly on all 1525 lead- 
ing stocks on the New York Stock Ex 
change and New York Curb Market. 


Whether you want to keep regularly 
posted on the securities you now hold 
or think of buying—‘“Adjustable Stock 
Ratings” can give you all the statistical 
details you will need to know. 


Furthermore, terse, profit-pointing com- 
ments—prepared by practical experts— 
leave you in no doubt as to your imme- 
diate prospects as an investor. 


Adjustable Stock Ratings—l12 pages, 
convenient pocket-size—provides a com- 
prehensive investment service at a very 
small price as compared with costs run- 
ning up to $40 and $50 and more for 
statistical information of this class and 
character. 


Enter my subscription to “ADJUSTABLE STOCK RATINGS” as checked and send me a set of “Minimum Margin and 
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Fill in and mail this coupen today 


The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


You may only check “Adjustable Stock 


Ratings” on the coupon below—but we 


urge you to consider the special offers 
made there 


Not only can you take advantage ot! 
limited-time rates to “Adjustable Stock 
Ratings” and The Magazine of Wall 
Street—but your subscription to the 
Magazine now entitles you to the full 
privileges of our Personal Inquiry Ser- 
vice—enables you to write in for con- 
fidential advice regarding any listed 
stocks or bonds on which you want 
more detailed, impartial advice. 


* Your subscription to “Adjustable 
Stock Ratings’ at this time will also 
bring you a set of handy, pocket-size 
tables which, using these “lows” as a 
base, can give you minimum margin re- 
quirements and maximum brokers’ loans 
at a glance. These tables are not for 
general sale. They were prepared for 
Adjustable Stock Ratings subscribers 
and you can have a copy free if you en 
ter your subscription now. 
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With Our Readers 


Sirs: 

How proficient we are getting to be 
in making ciphers! Thirty years ago 
only astronomers used them. The av- 
erage man did not know how to set 
down a billion in figures. In years 
gone by, the profits of private industry 
have been taxed to pay the interest on 
the public debt, and in boom times re- 
duce the principal. But if Socialism 
is to take the place of private industry, 
will not the great middle class have to 
pay the bill in hidden taxes on every- 
thing that it purchases? 

Do any of us realize what $5,000,- 
000,000 means? A dollar bill is 6 
inches long. If we had a small print- 
ing press on wheels turning out a con- 
tinuous uncut strip of $1 bills, it would 
have to travel around the equator 
nineteen times in order to leave nine- 
teen bands of $1 bills in a continuous 
strip behind it, and so as to run the 
serial numbers on those bills up to 
5,000,000,000. 

If private industry is to be de- 
stroyed, where are the taxes coming 
from to pay only the interest on our 
debt of $30,000,000,000, which alone 
would equal every year the encircling 
of the globe with five bands of a con- 
tinuous strip of $1 bills or one band 
of a continuous strip of $5 bills? 
Doesn't it all sound crazy when you 
reduce it to figures that you can partly 
comprehend?—G. W. S., Boston, 
Mass. 


Yes, it does all sound sort of crazy; 
but while we are laying statistics end 
to end around the equator, let us offer 
another calculation. Richard Roe, 
say, makes $5,000 a year, and because 
of the national need we jack his Fed- 
eral income tax to 20 per cent, with- 
out exemption, so that he pays $1,000 
a year. He would have to work 5,000,- 
000 years to pay off the $5,000,000,- 
000 which set you to thinking. On 
the other hand, if you lay Messrs. Tug- 
well, Richberg, Ickes and Hopkins end 
to end you get less than 24 feet of 
brain trust. It’s all very complicated. 
—Ep. 


Sirs: 

We are told that the main purpose 
of the proposed banking bill is not to 
make sure that the New Deal Trea- 
sury can borrow unlimited amounts of 
money at low interest—oh, no!—but 
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to set up controls which will save us 
from embarking upon another orgy of 
speculation and prosperity such as that 
of 1928 and 1929. That seems a 
round-about way to go at the thing. 
The New Deal has already demon- 
strated that it has ample facilities for 
putting the brakes on recovery every 
time it threatens to lift its head. Any 
time we appear to be threatened with 
a boom, all the New Deal has to do is 
to propose a few more bits of legisla- 
tion along the lines of the Wagner bill, 
the Wheeler-Rayburn utility bill and 
so on. Save us from a boom? It is 
to laugh!—R. P., Chicago, IIl. 


Sirs: 

Thank God we can preserve our 
sense of humor in these times, even 
though we may lose our shirts! I am 
thinking of President Roosevelt’s mes- 
sage to Congress regarding utilities in 
which he deplored “that concentration 
of power which has made most Amer- 
ican citizens, once traditionally inde- 
pendent owners of their own business, 
helplessly dependent for their daily 
bread upon the favor of a very few.” 
I think of it when I see Congress hand 
over virtually a blank check for $4,- 
800,000,000 to Mr. Roosevelt, Mr. 
Hopkins, Mr. Ickes and Mr. Tugwell. 
I think of it as N R A bosses the busi- 
ness man, as A A A bosses the farmer, 
as F E R A gathers all relief to itself, 
as P W A and T V A crack the whip 
over the utilities. Never before was 
so much power concentrated in so few 
hands. Never before were so many 
millions dependent, directly or indi- 
rectly, for their daily bread on the 
vagaries and pipe dreams of half a 
dozen tycoons of bureaucracy. — H. 


L. P., Cleveland. 


Sirs: 

As a reader of your magazine and a 
stockholder in a leading railroad, I 
would like to call your attention to the 
large increase in the number of heavily 
laden trucks and buses running be- 
tween here and Chicago. The heavy 
trucks running now in strings of three 
and four are ripping up the pavement, 
obstructing other vehicles and making 
dangerous driving conditions. 

The railroads built up this country 
and I think should have this business, 


as the proper place to haul heavy 
freight is on rails. Do you not think 
the Government should take steps to 
put these nuisances out of business at 
once by heavy taxes on passenger buses 
and not allow freight trucks at all? 

There should be some legislation to 
help keep up industries that make for 
good practices and not so much bor- 
rowing, unbalanced budgets and mira- 
culous money maneuvers, and every- 
body would be better satisfied and con- 
fidence would be restored. — J. B. 
Detroit, Mich. 


We believe that trucks and buses 
engaged in interstate commerce should 
be brought under unified Federal regu- 
lation, along with the railroads. We 
believe, further, that all trucks and 
buses should be taxed in fair propor- 
tion to their use of the public high- 
ways, and that the revenues thus col- 
lected should be earmarked exclusively 
for maintenance of the highways and 
not diverted, as at present, to general 
governmental uses.—Ep. 


Sirs: 

If the public realized to what ex- 
tent taxes figure in the utility bills 
they pay each month, there would 
probably be less clamor against the 
utilities and more cracking down on 
the politicians who do our collective 
public spending and thus set the pace 
in taxation. I have read that Consoli- 
dated Gas pays 21 per cent of its 
revenues in taxes. It does no such 
thing. It merely collects that much in 
taxation from its customers and passes 
it along to the various units of govern- 
ment levying upon us all. In short, 
of every dollar the consumer pays this 
company, government takes 21 cents. 
One way to lower rates would be to 
lower taxes, but you can bet your bot- 
tom dollar this will be the last thing to 
get any attention from the political 
utility baiters—F. K. H., New York 


City. 


Right you are, but the illusion that 
utilities pay the taxes is merely part of 
the much bigger illusion entertained 
by the average man: namely that the 
other fellow—and especially the rich 
man—pays the bulk of all taxes. Taxes 
figure in the price of everything bought. 
The average man carries the heaviest 
load, but doesn’t know it.—Eb. 
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Thin Markets 


perience with Federal regula- 

tion of the stock market, 
through the S E C, to indicate with 
reasonable clarity some very interesting 
speculative effects. Before the legisla- 
tion was adopted it was predicted by 
most informed observers that it would 
inevitably tend to curtail market ac- 
tivity and, in so doing, would reduce 
liquidity and accentuate short-swing 
fluctuations, 

The recent behavior of the market 
plainly reflects such effects. Now, of 
course, reform usually exacts some 
penalty; and it may well be argued that 
the penalty is not too great to pay in 
return for strait-jacketing rank man- 
ipulation, for curtailing speculative ex- 
cess and for throwing the light of pub- 
licity on stock operations of corporate 
insiders. 

Nevertheless, the fact is that regula- 
tion which was intended to protect the 
investor and speculator—and which 


\ E have now had suflicient ex- 


does protect in many respects—in at 
least one respect tends to set up a new 
risk to be guarded against. One may 
examine all the basic factors which 
should determine the value of a par- 
ticular stock and, believing them favor- 
able, buy that stock—only to see it de- 
cline abruptly when someone decides 
for one reason or another to dispose of 
several thousand shares. 

Issues which in normal markets of 
the past would absorb liquidation of 
10,000 or 20,000 shares in their stride 
now react to a moderate volume of sell- 
ing as if a bear market had begun. 
Prior to the recent rally, for example, 
relatively moderate offerings brought 
abnormally wide declines in such 
stocks as J. C. Penney, American Su- 
gar, Johns-Manville and many others. 

An orderly market in any stock re- 
quires either reasonably active trading 
by a considerable number of buyers 
and sellers or the presence of a rea- 
sonable volume of buying orders below 


the market and selling orders above it. 
Destroy such balance and you have the 
makings of either erratic and sharp de- 
cline or equally erratic and sharp ad- 
vance, in both of which purely tech- 
nical market factors have exaggerated 
influence. Such exaggerated price 
movements, whether up or down, im- 
pair the market’s normal function as a 
barometer of business and of corporate 
developments, though, of course, they 
can never in the long run destroy it. 
Most brokers will tell you that, in 
their opinion, the requirement that in- 
siders report their transactions each 
month has done more than any other 
regulatory device to curtail market ac- 
tivity. Yet this is probably the one 
market reform that is most widely ac- 
cepted as salutary. We can not have 
our cake and eat it too. Three cheers 
for reform—but in speculating and in- 
vesting don’t forget to make allowance 
for thin markets and the possibility of 
wide and fast fluctuations either way. 
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The Trend of Events 


MAYBE ECONOMY EVILLE CHAM- 
IS GOOD POLICY N BERLAIN, Chan- 

cellor of the Ex- 
chequer, tells the British people that they have a snug 
budget balance of $35,000,000 and that consequently 
income taxes will be reduced. He further tells them 
that he finds that they are spending more money for 
comforts and luxuries without menacing the thrift that 
has served them so well in these many years of economic 
distress. 

Our latest Treasury figures show that our deficit for 
the first nine months of the fiscal year is $2,600,000,- 
000. That and preceding deficits of comparable size 
have brought us no more than 60 per cent of prosper- 
ity, whereas Mr. Chamberlain figures that Britain is 
80 per cent or “almost” prosperous. Apparently, there 
is something to this orthodox talk that prosperity is 
more dependent upon public thrift than public extrava- 
gance, and that saving is a better way out of depression 
than squandering. When Britain finally reaches the 
sunny shore of the depression she will have only a trifle 
more debt than in 1929; when we arrive at the same 
happy destination our debt will be about $19,000,000,- 
000 more than when we started. Britain pays as she 
goes, we borrow as we hope. Our children will settle 
our bills whilst the British children will inherit tax 
receipts. It may be that our method is the better one 
for our national character, financial habits and economic 


resources and equipment, but one has an ingrained 
feeling that balancing a national budget is as closely 
related to national well being as the like achievement 
in personal finances is to individual prosperity. 


—_ 


ELUGED with protests 
t against the Wheeler- 

Rayburn bill, sponsors 
of this measure have attempted to defend the New 
Deal’s utility policy by asserting that the price of util- 
ity securities had “virtually reached bottom” before 
President Roosevelt was inaugurated. To prove this 
point, Senator Wheeler has made public elaborate sta- 
tistics prepared by the Federal Power Commission. 

It is true that utility stocks at the low point of late 
February, 1933, had lost a huge percentage of boom- 
time values and were almost as low as they are today. 
But the argument is a half-truth, and official use of it 
in anti-utility propaganda by the Federal Power Com- 
mission and Senator Wheeler constitutes nothing less 
than a bare-faced deception and a distortion of the 
really significant facts. 

All stocks had lost the greater part of 1929 values 
at the time of the banking holiday. In the following 
four months of rapid recovery, industrial stocks on the 
average advanced more than 100 per cent. Utility 
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stocks, already under the approaching political cloud, 
advanced somewhat less, or by approximately 76 per 
cent. More significant, industrial stocks remain at 
nearly double the level of February, 1933; while all of 
the recovery in utilities has been snuffed out. 

It is not the depreciation of utility values since 1929 
that investors charge to the New Deal, but the depre- 
ciation of several billions of dollars since July, 1933, 
during a period of general economic recovery. This 
has been due to the political attack directed and en- 
couraged on every front by the present Administration. 
Its citation of statistical half-truths is a weak and 
shameless effort to dodge responsibility for a program 
which, in losses to investors and blockading of recovery, 
has cost the country literally billions of dollars. 


a 
HELP FOR URPRISINGLY, the Eastman 
THE RAILS Bus and Truck Regulation Bill 


has been whirled through the 
Senate without a dissenting vote. Surprise No. 2: the 
National Association of Motor Bus Operators an- 
nounces it will support the measure before the House 
of Representatives. At this writing, therefore, the 
determined opposition widely expected is not in evi- 
dence; and chances appear bright that this long de- 
ferred act of simple justice to the railroads will shortly 
become law. 

The bill gives to the Interstate Commerce Commis- 
sion control of motor bus and truck rates, service, 
accounts and maximum hours of employment of per- 
sonnel applying both to contract and common carriers 
in interstate commerce; provides Federal establishment 
of qualifications of employees and equipment; and 
makes possible the formulation of rules covering insur- 
ance or other financial arrangements in the interest of 
public safety. 

On the whole, adoption of this measure is in the pub- 
lic interest exactly as is the present close regulation of 
railroads. It will be a long step toward relieving the 
hard-pressed railroads from unfair and unequal com- 
petition. On the side of realism, however, it must be 
remarked that it will by no means solve the general 
railroad problem. The primary trouble remains lack 
of adequate traffic, coupled with excessive funded debt 
in the case of some carriers. For that matter, the East- 
man bill will not of itself by any means fully equalize 
motor competition. In most localities, trucks and buses 
will still be taxed relatively less than the railroads and 
in effect will enjoy subsidized use of the public high- 
ways. The Federal Government does not own the high- 
ways, and the tax weapon will continue to be applied 
to trucks and buses as each state sees fit. 


=~ 
PEACE BY ETWEEN the Stresa 
SUPERIOR POWER Conference of France, 
Great Britain and 


Italy, and the League of Nations reprimand to Ger- 
many the prospects for peace in Europe are distinctly 
improved. The Stresa Conference revealed the solidar- 
ity of the “big three” as against Germany, and the 









Geneva rebuke. to Germany for rearming in violation 
of the Treaty of Versailles carried with it the implica- 
tion that if Germany should now proceed to violate the 
demilitarized Rhine zone she would be subject to some 
sort of punishment. The Stresa Conference ‘further 
indorsed various projects for regional peace pacts, and 
took steps to authorize the rearming of the other na- 
tions whose military forces were limited by treaties at 
the end of the World War. This was the logical re- 
sult of the accomplished fact of German rearming. 

Germany, of course, is angered by the condemnation 
of the League and may withdraw the offer made to the 
Stresa Conference to consider an eastern anti-aggression 
pact. But the simultaneous conclusion of an agree- 
ment of military alliance between France and Russia 
makes it a matter of relatively minor importance 
whether Hitler sulks or decides to co-operate. 

The net result of the two meetings is to make Ger- 
many impotent despite her new arms; it is a guaranty 
of peace by superior power. Germany has rearmed 
but she dare not invite war. Doubtless her determina- 
tion to resort to the sword some day will be strength- 
ened. It is not reasonable to believe that Germany will 
ever consent with good will to restriction of her boun- 
daries to their present lines. There is no moral peace 
now or in the future. But it is justifiable to conclude 
that the danger of a war in Europe provoked. by Ger- 
many is pushed some years ahead. The world is likely 
to have a further breathing spell of peace during which 
it may recuperate economically even though in the end 
all its rebuilding may be destroyed by war. Lasting 
peace will come only from a universal will to peace, but 
in the meantime peace by virtue of compulsion is much 
better than actual war. 


—_ 


FTER months of careful de- 
A liberation the SEC has an- 

nounced rules to govern the 
trading of floor traders, specialists and member brokers 
in the form of sixteen suggestions to be adopted by all 
exchanges. Representatives of the SEC will be sta- 
tioned in the exchanges to “watch the rules work.” 

The most important rules will restrict trading by 
members, their firms or partners for their own account 
if excessive in effect upon the market or in relation to 
the financial resources of the member broker or firm; 
will restrict specialists to trading only to an extent ne- 
cessary to maintain a fair and orderly market, and will 
restrict members, firms or partners from making pur- 
chases or sales at successively higher or lower prices to 
create any misleading appearance of activity. 

Such rules were inevitable if the purpose of the law 
was to be carried out. They appear to be fair and 
reasonable. If they prove to be otherwise, experience 
will modify them, for the S E C has shown both flexi- 
bility and intelligence in the use of its broad authority. 
As to the effect, it will without doubt put at least an- 
other moderate check-rein on speculation and thus tend 
further to reduce a volume of transactions already ab- 
normally small. To the extent that it does so, it may 
make for more erratic day-to-day fluctuations in “thin” 
stocks. Monday, April 22, 1935 


NEW SEC 
RULES 
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A S / S Ce I [ ~ By Charles Benedict 


Let Us Go On! 


OUR billion, eight hundred million dollars 
is a sum so large that the mind cannot 
grasp its real magnitude. Yet it is an open 

question whether it is big enough to turn the 
wheels of industry at the speed which means re- 
covery. In the present state of the composite 
business mind, it probably isn’t enough; on the 
other hand, with the slight modification in the 
Administration attitude and program, a quar- 
ter of this sum would do the trick. 

The truth is that business, figuratively 
speaking, is rarin’ to go —just as it was in 1933 
when N R A fell on it like a blight. Potential 
demand is great, markets await products, re- 
placement needs in both industry and domestic 
life are enormous, the urge for luxury buying 
so essential to our prosperity is not dead, money 
and credit are abundant. Business itself could 
and would spend, not five billion dollars, but 
many times this sum if it but had the assur- 
ance that private initiative would not be legis- 
lated out of existence or killed through com- 
petition with governmental agencies; if it but 
knew that profits will not be regarded as an 
offense against the state and that production 
would once more be regarded as the creation 
of wealth. 

These are the ogres that are keeping busi- 
ness in a state of acute jitters today. That is 
why business responds only feebly to the more 
favorable setting 
that the passage of 
time has  gradu- 
ally created. It is 
not a dearth of 
funds, nor lack of 
enterprise. [he 
volume of refund- 
ing and new fin- 
ancing that has 
managed to sur- 
mount the barriers 
in recent weeks is 
testimony that 
progress can be 
financed. 

Once the brakes 
of legislation are 
released—once the 
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assurance is felt that the burden of taxation 
arising from excessive public expenditures 
would at least grow no heavier—there would 
be little hesitancy on the part of business men 
in availing themselves of their opportunities. 

If the threat of legislation to crush the util- 
ities either through the dissolution of the 
holding companies, Federal competition and 
taxation were dispelled, expansion of private 
operations would quickly follow. Other in- 
dustries would be quick to rebuild and re- 
equip, once confidence in the future were 
restored. With the inevitable resultant ac- 
tivity in the heavy goods industries, unem- 
ployment would find early relief and public 
purchasing power would be correspondingly 
restored. 

Although it may not be realized in Washing- 
ton, this depression has virtually worn itself 
out. The fever has run its course. If we stop 
our perpetual doctoring we might quickly get 
well. 

We stand on the threshold of great poten- 
tial activity—even of great prosperity if we 
reactivate our internal econony. In_ the 
foreign field, too, especially in South America, 
there is much that we can do to recapture our 
markets. With what we have learned from 
our bitter experiences with foreign lending, we 
can develop a sounder basis of commerce 
and foreign finane- 
ing which should 
make the dollar 
the outstanding 
currency in the 
world and our in- 
dustrial position 
second to none. 

But before these 
things can be real- 
ized we must be 
freed of the re- 
straining influ- 
ences of fear and 
uncertainty as to 
what we can ex- 
pect from the 
Government and 
politics, 
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Market At a Turning Point? 


Low Money Rates Increases Investment Demand 


While Near Term Business Outlook Suggests Caution 


By A. T. Miter 





UST another rally? Or the 
J beginnings of something bet- 
ter? 

These are the questions pre- 
sented by the stock market during 
the past month. Its own behavior since 
our last analysis certainly has failed to sup- 
ply a confident answer either way, the 
past fortnight having produced a further 
moderate gain in the general run of indus- 
trials, but no appreciable change in the 
position of the rails and the public utilities. 

Before we consider where we are going 
from here, it is perhaps desirable to take a 
realistic look at where we are. To begin 
with, we are not where a good many speculators 
think we are. Most who trade are in the habit 
of observing the published “averages” for con- 
venient measure of the market’s fluctuation, and a 
huge total of technical calculation and conjecture is 
founded thereon. What one thus arrives at depends, 
quite obviously, on the particular “average” examined and 
the particular stocks which are included in it. 





Where Are We Now? 


Now it so happens that the familiar Dow-Jones “aver- 
age” is available every hour during the trading session. Its 
availability at such frequent intervals has led to wide 
acceptance of it. Thus it happens that the trading com- 
munity today is once more intently watching the action of 
a limited number of industrial leaders around another 
“critical level.” For this particular industrial “average” 
has advanced up into a price zone reached on six previous 
occasions within the past two years, but never before held 
for more than three weeks. 

As pointed out here before, this compilation—useful as 
it is in its daily convenience—must be interpreted with 
reservations if one is not to get a decidedly erroneous im- 
pression of the market’s position. It would be consider- 
ably lower than it is, but for broad appreciation during 
the past year in half a dozen dividend-paying stocks of 
investment caliber included among the thirty stocks used. 
It does not necessarily follow that this “silk stocking” 
minority of present-day blue chips, responding both to 
good earnings and to the lifting force of cheap money, 
must be regarded as constituting the general market trend. 

Up to the present time, at least, it is a wholly different 
technical picture that one gets if our position is measured 
by this publication’s index, which rests upon 288 stocks 
covering, roughly, 90 per cent of all common stock trans- 
actions on the New York Stock Exchange. Obviously, the 


greater the percentage of all transactions included in a 
8 














market index, the more realistic is 
its indication of general price 
trend. 
Examined in terms of this rep- 
resentative index, as shown by the 
accompanying chart, the rally, since March 
has not at this writing gone beyond pro- 
portions usually regarded as_ technically 
normal following a period of substantial 
decline. In short, of the 13 points of de- 
cline in the index from the January high 
to the low of mid-March, approximately 
half has been recovered. 

The present level in this index is about 
6 points above the March lows and about 
4 points above the 1934 low, which was made 
last September. Moreover, the January high was 
approximately 15 points under the best level 
reached in February of 1934, from which it is plain 
that a great many stocks have not fared particularly 
well in the Roosevelt bull market during the past fourteen 
months. If the technical indications of the “averages” 
have any meaning, one’s natural gratification at seeing a 
considerable number of the “money market” stocks go to 
new highs should not obscure the fact that the great major- 
ity of stocks are at present closer to their lows of the past 
fourteen months than to their highs. 

As for railroad stocks, of course, the trend has been 
persistently downward since February, 1934, the total 
decline in this publication’s rail index between that date 
and mid-March having been approximately 35 points. To 
date since March the best rally in this group has recovered 
scarcely more than 3 points of this great shrinkage. The 
action of the United States Senate in adopting the East- 
man truck and bus regulation bill without a dissenting 
vote constitutes the first bit of good news that has come 
the way of the rails in some time. Even though this 
measure—now likely to pass the House also—will not 
solve the fundamental problem of inadequate traffic and 
burdensome fixed charges, the failure of the rails to respond 
even moderately to it does not permit one to be unduly 
confident of their present technical position. 





Laggard Rails 


Now it may be that the misfortunes of the rail stocks 
constitute no logical bar to recovery in strongly situated 
industrial stocks. Yet the railroads loom so large in our 
economic scheme of things, particularly in their normal 
purchases from the heavy industries, that one could only 
regard a bull market without them as something of a 
novelty, perhaps a New Deal innovation that we must 
get used to. And right here those speculators who follow 
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a certain hoary trading theory are confronted with a 
puzzle, for this theory looks with one eye at the “average” 
of thirty industrials and says we have a significant advance, 
and with the other eye squints at the rails and holds that 
confirmation is yet to be supplied. 

As for the utilities, recent speculative interest appears 
to have waned, although most such equities have held 
previous gains relatively well and some senior issues have 
advanced further. Since it is now generally anticipated 
that the Wheeler-Rayburn bill will be considerably softened 
in final passage by Congress, it remains to be seen whether 
formal disposal of this issue will or will not prove to have 
been adequately discounted, leaving utilities merely the 
other chronic political problems to which they have become 
more or less accustomed. 


Watch Your Step 


All in all, we continue to advocate a cautious policy at 
present in the making of new commitments. We are 
neither disposed to argue stubbornly with the market on 
the one hand, nor, on the other hand, to jump to hasty 
conclusions on the side of enthusiasm as we approach a 
season over which some decline in general business activity 
appears to be indicated. Naturally, we would be less 
than human if we did not hope that a significant market 
bottom has been made and that sustained and general 
recovery will gather force from here. Nevertheless, re- 
membering how a similar period of short-lived optimism 
faded out in the spring of 1934 without advance warning, 
we prefer to leave the burden of proof upon the market 
itself over the next few weeks. 

In the normal bull markets 


to these portions of our economy under the Government's 
new spending program can hardly be felt in important 
measure before the third quarter of the year. 

The next few weeks very likely will answer the inter- 
esting question whether the strong tone of the “money 
market” stocks will be enough to pull the general run of 


speculative industrials upward or vice versa. Whatever 
the bullish long-term implications of cheap money may 
be—and it is at least conceivable that this force at long 
last may be beginning to take hold in greasing the economic 
wheels—it is certainly debatable whether over the next few 
months it will outweigh business: developments in effect 
upon the price trend of speculative industrials, which, as 
a matter of fact, make up the bulk of the market. 

Currently aggregate business activity continues to hold 
at a level above a year ago, but with proper allowance 
fcr normal seasonal variations, the evidence appears to 
suggest that we either have passed or are rounding out 
the spring peak. The physical volume of steel output has 
sagged moderately from the recent best level and is now, 
in fact, a trifle under the level of a year ago, despite a 
fractional upturn in operations on a percentage of capacity 
basis during the latest week. 


Nearing the Peak? 


Automobile production, in number of units, is now 
around 90 per cent of the 1927-1930 average and this 
industry remains by far the brightest single spot in the 
business picture. Retail demand continues satisfactory 
by all reports. Peak production will probably be passed 
in the next month, which ex- 
pectation perhaps accounts for 





of the past, the immediate trend 
of business activity was a less 


a current market performance 
by the motor stocks much less 
spectacular than the production 
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plus investment funds for ade- 
quate yield; the fact that first 
quarter business activity has been gratifying and the 
probability that the first half year’s activity will be some- 
what larger than that of the first half of last year, even 
though in most lines the second quarter will hardly equal 
the first; and, finally, the appearance of a considerable 
number of excellent first quarter earnings reports. 

On the other side of the picture, consumer purchasing 
remains by far the major support of business activity, 
with capital goods and construction remaining at a de- 
pressed level despite a trickle of improvement. Benefits 
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ago, with many merchants con- 
tending that higher food costs, 
heavy purchases of automobiles and expenditures for liquor 
are cutting into merchandize volume. The trend of retail 
prices appears to continue slowly downward, which is a 
break for the consumer and a help for national recovery in 
the long run, but which gives most merchandizing enter- 
prizes no such easy profits as were available last year on 
inventories advantageously bought. 

Speculative commodity markets have extended the recent 
recovery, with agricultural products and foods in the van- 

(Please turn to page 48) 
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Happening in Washington 


By E. K.T. 








Business — Washing- 
ton is a little rosier in its 
impressions of business ac- 
tivity during the next three 
months, thinks the seasonal 
decline may not be as much 
as normal, senses growing 
strength of recovery tend- 
encies—would not be sur- 
prised if the summer 
months were considerably 
better than last year. Of 
course, this is wishful 
thinking but it may fore- 
shadow governmental poli- 
cies deliberately aimed at 
early business betterment. 


Recovery is undoubt- 
edly becoming more and 
more the White House mo- 
tive. This explains in part 
the President’s resolution to 
have all his reform mea- 
sures disposed of at this 
session. Better fight it out 
now, thus putting a period 
to legislative uncertainty 
and paving the way for 
peace and harmony in the 
next — the election year — 
session of Congress. Pla- 
cate the reformers now, and 
give the Democratic con- 


by the former. 





The Road to Socialism 


While no important general increase of Federal 
taxation is likely at this session of Congress, 
the Social Security legislation will impose heavy 
special taxation on industry and labor. 

The proposed employment insurance tax starts 
with I per cent in 1936, on all payrolls carrying ten 
or more persons, rises to 2 per cent in 1937, and to 
3 per cent in 1938 and thereafter. 

The old age annuity tax would start with 2 per 
cent in 1937 and step up to a permanent 6 per cent 
in 1949. This tax would be equally divided between 
employers and employees. 

The two sorts of taxes, it is calculated, would 
amount to $1,300,000,000 in 1938 and to $2,800,000,000 
in 1950. Compare these amounts with total federal 
revenue of $4,000,000,000 before the depression. 

All employers of ten persons or more, farm 
laborers and domestic servants excepted, would be 
subject to the unemployment tax, and every em- 
ployer would have to stand the annuity tax. Twenty- 
three million employees would be directly affected 


Once in effect, these special taxes will be subject 
to increase at every session of Congress. 


“ regard to this or that aspect 
of his administration as one 
whose ideals are high, 
whose essential American- 
ism is not to be questioned 
and who will, if not unduly 
hampered by _ opposition, 
will lead the country into 
greater prosperity — well 
distributed — than it has 
ever known and at the same 
time steer it away from 
both fascism and socialism 

This glorification of the 
President, it is realized, can 
not succeed without posi- 
tive economic gains. The 
great majority of the people 
on relief, surveys have 
shown, are not so much 
grateful for help as resent- 
ful that they must accept 
charity. They may grudg- 
ingly thank the Administra- 
tion for keeping them alive, 
but they are exhibiting the 
same sort of faultfinding 
that they formerly directed 
at Hoover; they are blam- 
ing him for being on the re- 
lief rolls instead of at work. 
Consequently, every thing 
possible will be done to dis- 
pose of unemployment well 





servatiyes time to cool their 
ire before the time comes 
for the 1936 campaign to get seriously underway. 


President’s political policy is being shaped in daily 
conversations and conferences. General decision has been 
reached that the aim shall be to put the President before 
the country as the conservator of the nation in a crisis which 
might have wrecked its political and economic foundations 
and traditions,—as the saviour of it from economic tyranny 
on the one hand and from radical disintegration on the 
other hand. He will be pictured as a God-given leader who 
piloted the country through unparalleled dangers; saved it, 
perhaps, from revolution and at the same time adapted it 
to the orderly solution of the problems raised by the tre- 
mendous economic and social alterations wrought by power 
and machinery and the concentration of wealth. 

It is essential to this plan that the dimming Roosevelt 
legend of a great and beneficent leader should be restored 
before the campaign opens. To that end a drive already 
has been started to rally the great middle class, described 
as conservatively liberal in its outlook, to the conception of 
the President as the national chief in whom all patriotic 
Americans should implicitly trust, standing by him without 
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before election day. The 
political benefits of having 
large sums of the recovery-relief appropriation left for lav- 
ish outpouring in the latter part of 1936 have been weighed 
against those likely to flow from prompt business recovery, 
and the latter have been preferred. 


So, count on these developments: First — furious 
spending of the $4,800,000,000 for the purpose of tempo- 
rarily giving the maximum number of the unemployed 
work at better pay than they are now getting as passive 
recipients of charity, and incidentally of stimulating busi- 
ness and priming the pump (of which not much is ex- 
pected). The psychology of the masses, it is expected, will 
be greatly improved by productive activity and the sense of 
being members of an aggressive army of recovery. 

Second—Synchronizing this huge artificial effort with a 
restoration of confidence in the business world. Not much 
will be done in this line until Congress is out of the way. 
Then the word will go out that there will be no further 
monetary changes, except as part of an international stabili- 
zation program or agreement, that there will be no disquiet- 
ing legislation at the next session of Congress and that ad- 
ministrative policy will be immediately directed at correct- 
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ing the unforeseen evil repercussions of NR Aand AA A. 
At the same time every effort will be made to regain the 
1933 enthusiasm for the President and his works. It is not 
unlikely that after a favorable setting has been built up the 
President will, himself, by public messages and triumphal 
tours undertake, before the animosities of the campaign year 
have been stirred up, to inspire a national union of good 
will, hope, confident enterprise and impressive achievement. 
You will do well to keep all this in mind when trying 
to fathom the business future. Personally I am con- 
vinced that these policies, together with the spontaneous 
tendency toward business revival will give us a better 
final half of the year than I formerly expected. I will 
risk the outright prediction that September, October, 
November and December will probably separately, and 
certainly as a four-months period, run ahead of the same 
months of 1934. 


No Plan—Senate delayed relief bill two months, but 
even at the end of that time passage caught the President 
without a plan. Danger is that spending will be so slow 
and unrelated that business may get a flash rather than a 
forceful explosion. That was the way with P W A—pump 
priming theory really never was tried out. NRA had the 
same trouble. While General Johnson was putting steam 
into business Ickes failed to supply the fuel. 


ated, however, no slow death for all holding companies. 

Social security bill (hodge-podge, pregnant with heavier 
and heavier taxation) will pass; considered good politics if 
bad finance. 

Wagner bill will die in the latter hours of the session. 

Ditto the 30-hour fallacy—small business influence will 
be too much for it. 

Bankhead bill for turning farm tenants into proprietors 
will whiz through. Sound measure. 

Bonus bill compromise (conceded by the President, to 
avoid veto over-turn) costing the Treasury $700,000,000 
cash now instead of $2,400,000,000) will go through, prob- 
ably with a disclaimer of pensions in the future in addition 
to compensations. Consolation to public is that it will give 
some real relief and some business kick—to veterans who 
wait until 1945, more money. 


NRA will be renewed. Harrison bill will be greatly 
modified. In the end it will be more of a labor measure than 
anything else, but will still leave a sizable opportunity for 
business practice betterment through voluntary codes; code 
authorities will have little real power. Most of the re- 
straints on competition will be out. 


Latest silver price move is primarily a measure for the 
relief of mining communities. Tonopah, Nev., danced 
wildly all night when the news 
came. . .. What would your 








Rewards and_ punish- 
ments — President will not 


town do if the President 
raised its income 20 per cent? 


reveal his plan in detail when 
he has made it. He will keep 
it back to the last’ moment as 
a means of winning congres- 
sional support for his “must” 
measures.—Some. members of 
the Senate who voted to cur- 
tail the relief appropriation 
have already learned that they 
are on probation, if not al- 
ready consigned to limbo. 
Others will learn the same 
thing on the occasion of their 
next visit to the White House 
to ask a favor. 


Effect so far is to stiffen 
latent dpposition of members 
of Congress who think the 
President is all wet on accom- 
plished as well as proposed 
legislation. He still dominates 
the Capitol, but cloak room 
murmuring grows. “After us 
the deluge” is the fear. Mem- 
bers say they don’t know 
where they are going; they're 
confused—and think the Presi- 
dent is, too; they grope piti- 
fully for guidance. But they 
concede that the President will 


Washington Sees— 


Campaign to restore the legend of Roosevelt 
grandeur. 

Synchronously—- after Congress departs—con- 
sistent program of re-establishing public 
confidence in the Government. 

Every effort to pull prosperity to this side of 
the corner by 1936. 

Relief program as means of Congressional dis- 
cipline. 

Equalization subsidy for cotton to check cur- 
tailment of exports. 

Dubious prospect for reciprocity agreement 
with Canada. 

Silver boost as elixir for silver mining camps. 

Uncle Sam turning farm tenants into pro- 
prietors. 

President’s “must” legislative list going through 
subject to many minor and some major oper- 
ations. 

NRA renewal as largely a labor bill. 

Confused Congressmen groping for light and 
leading. 








Ne inflation to bother 
about, but a tempting object 
lesson in what inflation might 
do—for a few wild months. 
Price, of course, will be raised 
again and again as Treasury 
moves toward the $1.29 goal, 
so as to give the domestic pro- 
ducers a sure thing ahead of 
the speculative foreigners. 


Cotton complication by- 
product of AAA is raising 
hell in Congress and _ else- 
where. Exports are disap- 
pearing, commodity tax is 
closing textile mills, putting 
a premium on imports of 
Japanese cotton cloth and 
booming substitutes. Experts 
are figuring on scheme for free 
world market for cotton, with 
a subsidy to put export returns 
on a par with artificial home 
prices. Government loans will 
probably be reduced to 10 
cents a pound. AAA is get- 
ting in bad with Congress, but 
the farmers are not yet so 
prosperous as to quarrel with 


get what he wants in the main; but after much deliberation 
and amendment—and the swelter of a Washington June. 


Legislative forecasts:— 

Correction — Eastman truck regulation bill already 
through the Senate, will become law. 

Eccles will get his “reform” of the Federal Reserve Sys- 
tem—Carter Glass notwithstanding. 

Copeland pure food bill will become law. 

Utilities regulation bill will pass—considerably moder- 
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an economically cock-eyed Santa Claus. Comptroller gen- 


eral’s ruling that no-wheat raising benefits can not be paid: 


for actual wheat raising will probably not curtail spring 
wheat acreage, but the idea of pay for growing and not 
growing the same crop is fascinating. 


Maddest manufacturers in the nation are the lumber 
coders. They spent $5,000,000 on enforcing their code 
and are trying to get it back in satisfaction of telling 

(Please turn to page 47) 
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The New NRA and 


Business 


Expiration of Present Act in June Opens Way for 
Much Needed Revisions — But Wage and Hour 
Regulations Will Continue to Rule Industry 


By Joun C. CresswiILi 








R A is to go on ruling 
American business; it will 
be authorized to continue 

to send men and women to the 
poorhouse and the relief rolls— 
but it can no longer send them to 
jail. Moreover, it is going to con- 
tinue on its course of devastation 
or beneficence with the public ac- 
quiescence of business as a whole. 


Rising influence of organized labor 
leaves business with a Hobson’s choice 
—renewal of the detested section 7(a) 
or the 30-hour week law and the Wag- 
ner Labor Disputes bill. 


them have been hampered by 
higher costs almost to the point of 
extinction—if they obeyed or were 
forced to comply with the law. 
Perhaps the best index we have 
of the opinion of middlesize busi- 
ness is to be found in the question- 
naire vote of the Chamber of Com- 
merce of the United States, an- 
nounced last January. Disgust 








It may or may not be the free 
choice of business, but N R A is to 
be enjoyed or endured, as the case may be, because without 
N R A, and a stiff N R A at that, business would have to 
bow to a 30-hour law and the Wagner labor disputes bill. 
Within the past month the word has been passed around 
in potent business circles that business may count upon the 
obviation of the 30-hour and labor disputes bill if it will 
accept an extension of N R A with good grace. 


Business Sentiment Mixed 


As to what the real mass attitude of business toward the 
N R A principle may be nobody knows. One man de- 
nounces it, and the next one lauds it. On the whole, big 
business is in favor of something moderate in the NR A 
classification, for it holds out promise of a degree of stabil- 
ization and direction of commercial activity and gives some 
governmental sanction to collective action looking toward 
industrial self-government and economic planning. The 
attitude of middlesize and small business varies greatly 
with the nature of its affairs, the sort of code it has, and 
the policies and motives of code authorities. It would be a 
permissible guess that a plaintive minority of small busi- 
nesses would like to see N R A and the codes buried beyond 
resurrection, but in the record a majority votes it worthy. 
The labor provisions of the National Industrial Recovery 
Act are onerous to many of the small proprietors, but they 
have found stable prices good. The complaints that NR A 
crushes them arise mostly from the fact that profit and 
labor provisions can not be reconciled. Their interests are 
in conflict with the ideals of shorter hours and higher wages. 
Frankly aimed at the sweatshop, N R A was bound to hit 
the little fellow because that is where so many of him must 
abide if they abide at all. Doubtless thousands of little 


fellows have perished commercially and more thousands of 
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with the present form of NRA 
was voiced by a referendum vote 
of 1708 to 254 in favor of discarding the present law. On 
the other hand, the vote stood 1508 to 420 in favor of a 
new law to become effective when the present act dies June 
16. Taken together, the two ballots mean that rank-and- 
file business is for the N R A idea but against its present 
statutory form. 


Labor Has Hopes 


Organized labor, though hugely disappointed so far, is 
virtually a unit in favor of another trial of the innovation, 
and is actively campaigning in Congress for “improved” 
legislation. N R A “collective bargaining” has failed to 
give the American Federation of Labor the universal closed 
shop which it is aiming at or anything like it, but it is looked 
upon by labor as a good starter. The great majority of 
employers detest collective bargaining and all its works. 
But the majority of them, feeling that they are confronted 
by something which is inevitable in some form, are willing 
to accept 7(a) for another period and trust to acceptable 
evolution of it rather than face deflation of business by a 
30-hour law, and dethronement by another law which 
would deliver them over to the regular labor unions. 

The specter that haunts the minds of most industrialists 
is that industry may fall into the dead hand of labor unions, 
as it has in England, where the virtual impossibility of 
changing rigid wage and productivity standards was one 
of the reasons for abandoning the gold standard. For a 
time at least, going off gold enabled the British manufac- 
turer to compete abroad and yet pay the same money 
wages and get the same low productivity. 

Farmers are dead against N R A because it has raised 
prices of what they buy faster and higher than A A A and 
drought combined have raised their prices. The country 
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as a whole probably thinks that N R A has been beneficial, 
but is bored by it, and leaning toward agnosticism. Con- 
sumers, insofar as they can be segregated from producers, 
feel that they have been injured. At a public hearing early 
this year Dr. Dexter M. Keezer, speaking for N A R’s own 
Consumers Advisory Board attacked the very heart of 
N R A, as conceived by the average business man who sup- 
ports that institution with enthusiasm—the stabilization of 
prices through the curbing of competition. 

“In urging the N R A to abandon price fixing in favor 
of a policy of fair competition, the Consumers Advisory 
Board,” said Dr. Keezer, “is guided not only by the demon- 
strated effects of price fixing in specific cases but by its re- 
lation to a workable scheme of national economic recovery 
as a whole. In general, the charts (prepared by the Con- 
sumers Advisory Board), as well as other studies of the 
relationship of prices to the capacity to pay them, shows— 
that since the inauguration of N R A any increase in 
money earnings per industrial worker has been more than 
offset by the increase in the cost of living. They indicate 
further that increased prices 
have vitiated in substantial , 
part the increase in money , 
income of the nation as a 
whole. Under such cir- 7 
cumstances it is clear that 11 MS 
a policy which validates the | 
purpose to raise prices j 
works directly against na- 
tional recovery, as truly \. | 
measured in terms of em- 
ployment and production. | 
There has been an increase 
in national income as a 
whole, but the employee— 
the employed individual— 
has not gained . . . We 
have consequently had 
what tends to be a spread- iit i 
the-work movement, and in 
effect a policy which puts a 
pressure on us that we can 
not stand. Is it not 
true that the figures of the 
last year show almost no in- 
crease in employment but 
tend to show a decrease in 
industrial employment?” 

Dr. Keezer’s indictment 
of N R A will be accepted 
by many economic author- 
ities regardless of whether 
price-fixing per se is aban- aan VA 
doned or not. If NRA mee \. 
does not directly or in- : } 
directly make for higher 
prices the average code 
member is “through.” Dr. 
Keezer confirms the criti- 
cism of N R A that by op- 
posing directly or indirectly the natural and salutary ten- 
dency in a time of depression to cut costs and prices to the 
bone that body has checked rather than helped recovery. 
Low prices in the presence of thin pocketbooks make for 
maximum consumption, stimulate production and increase 
employment and later lead to higher wages. Whereas, the 
N R A policy of making business profitable by bolstering 
prices has tended to spread out profits as well as employ- 
ment, both tendencies making for a closed circle of com- 
merce and employment. 
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Whether N R A has assisted national economic recovery 
or not the popular judgment has supported its establish- 
ment of minimum wages and the abolition of child labor and 


its virtual suppression of the sweatshop. It probably has 
not indorsed the extent to which limitation of hours has 
been carried in many industries, although sympathetic with 
the principle of shorter hours than formerly prevailed. 
Even the establishment of wage minimums has been ques- 
tioned, as tending to result in the lowering of the average 
of wage rates and to the ejection from employment of the 
less efficient workers. 

Just what N R A has accomplished in the direction of 
recovery will be a moot subject of debate until the end of 
time. It was introduced coincidentally with a spurt of 
natural recovery, and it had an inspiring effect on the na- 
tional psychology as a policy of aggressive opposition to 
economic decay. Dr. Keezer to the contrary, the figures 
prove that since June, 1933, there has been an increase of 
employment, but to what extent that was due to passing 
jobs around rather than increasing jobs nobody knows. 
But we do know, wherever 
the credit may belong, that 
there has been a marked in- 
crease in payrolls. We also 
know that there has been a 
large gain in national in- 
come—but whether because 
| of or despite N R A we 
1 Wy shall never know. 
Whatever it may have ac- 
complished, whatever may 
be its role in the future, 

N R A is now in a sort of 

















E ; hibernation. There is a 
WR ' huge front of effort and a 
prodigious routine activity 

2 Als but accompanied by an air 


of futility, such as may ob- 
sess a squirrel in a revolv- 
ing cage. The ignominious 
retreat beaten by the De- 
partment of Justice in the 
Belcher lumber case, and 
the armistice arranged be- 
tween the Lumber Code 
Authority and N R A, 
which amounts to suspen- 
sion of that code and im- 
munity from prosecution 
for all violators of it— 
whether of hours, wages or 
what not—has had a most 
demoralizing effect on code 
members and N R A per- 
sonnel; the former are be- 
numbed and the latter are 
suffering from functional 
locomotor ataxia. Taken 
together with the approach 
of the end of NR Aora 
substitute for it, indignant revolt or sullen laxness has 
spread to other codes. Decrease in the number of enforce- 
ment actions simply means that business men and their 
code authorities are ignoring this aspect of the new deal 
except as a continuing gesture. Business men are coming 
to think less of business as a parcelling out of what is and 
not of getting more. Always an object of bootlegging, 
N R A is in a worse state of compliance and contempt than 
the prohibition law was in its twilight days of demise— 
except where the particular business group is strong for it. 
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The New NRA and 


Business 


Expiration of Present Act in June Opens Way for 
Much Needed Revisions — But Wage and Hour 
Regulations Will Continue to Rule Industry 


By JoHn C. CresswiILi 








R A is to go on ruling 
American business; it will 
be authorized to continue 

to send men and women to the 
poorhouse and the relief rolls— 
but it can no longer send them to 
jail. Moreover, it is going to con- 
tinue on its course of devastation 
or beneficence with the public ac- 
quiescence of business as a whole. 


Rising influence of organized labor 
leaves business with a Hobson’s choice 
—renewal of the detested section 7(a) 
or the 30-hour week law and the Wag- 
ner Labor Disputes bill. 


them have been hampered by 
higher costs almost to the point of 
extinction—if they obeyed or were 
forced to comply with the law. 
Perhaps the best index we have 
of the opinion of middlesize busi- 
ness is to be found in the question- 
naire vote of the Chamber of Com- 
merce of the United States, an- 
nounced last January. Disgust 








It may or may not be the free 
choice of business, but N R A is to 
be enjoyed or endured, as the case may be, because without 
N R A, and a stiff N R A at that, business would have to 
bow to a 30-hour law and the Wagner labor disputes bill. 
Within the past month the word has been passed around 
in potent business circles that business may count upon the 
obviation of the 30-hour and labor disputes bill if it will 
accept an extension of N R A with good grace. 


Business Sentiment Mixed 


As to what the real mass attitude of business toward the 
N R A principle may be nobody knows. One man de- 
nounces it, and the next one lauds it. On the whole, big 
business is in favor of something moderate in the NR A 
classification, for it holds out promise of a degree of stabil- 
ization and direction of commercial activity and gives some 
governmental sanction to collective action looking toward 
industrial self-government and economic planning. The 
attitude of middlesize and small business varies greatly 
with the nature of its affairs, the sort of code it has, and 
the policies and motives of code authorities. It would be a 
permissible guess that a plaintive minority of small busi- 
nesses would like to see N R A and the codes buried beyond 
resurrection, but in the record a majority votes it worthy. 
The labor provisions of the National Industrial Recovery 
Act are onerous to many of the small proprietors, but they 
have found stable prices good. The complaints that NR A 
crushes them arise mostly from the fact that profit and 
labor provisions can not be reconciled. Their interests are 
in conflict with the ideals of shorter hours and higher wages. 
Frankly aimed at the sweatshop, N R A was bound to hit 
the little fellow because that is where so many of him must 
abide if they abide at all. Doubtless thousands of little 


fellows have perished commercially and more thousands of 
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with the present form of NR A 
was voiced by a referendum vote 
of 1708 to 254 in favor of discarding the present law. On 
the other hand, the vote stood 1508 to 420 in favor of a 
new law to become effective when the present act dies June 
16. Taken together, the two ballots mean that rank-and- 
file business is for the N R A idea but against its present 
statutory form. 


Labor Has Hopes 


Organized labor, though hugely disappointed so far, is 
virtually a unit in favor of another trial of the innovation, 
and is actively campaigning in Congress for “improved” 
legislation. N R A “collective bargaining” has failed to 
give the American Federation of Labor the universal closed 
shop which it is aiming at or anything like it, but it is looked 
upon by labor as a good starter. The great majority of 
employers detest collective bargaining and all its works. 
But the majority of them, feeling that they are confronted 
by something which is inevitable in some form, are willing 
to accept 7(a) for another period and trust to acceptable 
evolution of it rather than face deflation of business by a 
30-hour law, and dethronement by another law which 
would deliver them over to the regular labor unions. 

The specter that haunts the minds of most industrialists 
is that industry may fall into the dead hand of labor unions, 
as it has in England, where the virtual impossibility of 
changing rigid wage and productivity standards was one 
of the reasons for abandoning the gold standard. For a 
time at least, going off gold enabled the British manufac- 
turer to compete abroad and yet pay the same money 
wages and get the same low productivity. 

Farmers are dead against N R A because it has raised 
prices of what they buy faster and higher than A A A and 
drought combined have raised their prices. The country 
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as a whole probably thinks that N R A has been beneficial, 
but is bored by it, and leaning toward agnosticism. Con- 
sumers, insofar as they can be segregated from producers, 
feel that they have been injured. At a public hearing early 
this year Dr. Dexter M. Keezer, speaking for N A R’s own 
Consumers Advisory Board attacked the very heart of 
N R A, as conceived by the average business man who sup- 
ports that institution with enthusiasm—the stabilization of 
prices through the curbing of competition. 

“In urging the N R A to abandon price fixing in favor 
of a policy of fair competition, the Consumers Advisory 
Board,” said Dr. Keezer, “is guided not only by the demon- 
strated effects of price fixing in specific cases but by its re- 
lation to a workable scheme of national economic recovery 
as a whole. In general, the charts (prepared by the Con- 
sumers Advisory Board), as well as other studies of the 
relationship of prices to the capacity to pay them, shows— 
that since the inauguration of N R A any increase in 
money earnings per industrial worker has been more than 
offset by the increase in the cost of living. They indicate 
further that increased prices 
have vitiated in substantial 
part the increase in money 
income of the nation as a 
whole. Under such cir- 
cumstances it is clear that 
a policy which validates the 
purpose to raise prices 
works directly against na- 
tional recovery, as truly 
measured in terms of em- 
ployment and production. 
There has been an increase 
in national income as a 
whole, but the employee— 
the employed individual— 
has not gained . . . We 
have consequently had 
what tends to be a spread- 
the-work movement, and in 
effect a policy which puts a 
pressure on us that we can 
not stand. Is it not 
true that the figures of the 
last year show almost no in- 
crease in employment but 
tend to show a decrease in 
industrial employment?” 

Dr. Keezer’s indictment 


of N R A will be accepted 






































by many economic author- 
ities regardless of whether 
price-fixing per se is aban- 
doned or not. If NRA 
does not directly or in- 
directly make for higher 
prices the average code 
member is “through.” Dr. 
Keezer confirms the criti- , ; 

cism of N R A that by op- 

posing directly or indirectly the natural and salutary ten- 
dency in a time of depression to cut costs and prices to the 
bone that body has checked rather than helped recovery. 
Low prices in the presence of thin pocketbooks make for 
maximum consumption, stimulate production and increase 
employment and later lead to higher wages. Whereas, the 
N R A policy of making business profitable by bolstering 
prices has tended to spread out profits as well as employ- 
ment, both tendencies making for a closed circle of com- 
merce and employment. 
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Whether N R A has assisted national economic recovery 
or not the popular judgment has supported its establish- 
ment of minimum wages and the abolition of child labor and 
its virtual suppression of the sweatshop. It probably has 
not indorsed the extent to which limitation of hours has 
been carried in many industries, although sympathetic with 
the principle of shorter hours than formerly prevailed. 
Even the establishment of wage minimums has been ques- 
tioned, as tending to result in the lowering of the average 
of wage rates and to the ejection from employment of the 
less efficient workers. 

Just what N R A has accomplished in the direction of 
recovery will be a moot subject of debate until the end of 
time. It was introduced coincidentally with a spurt of 
natural recovery, and it had an inspiring effect on the na- 
tional psychology as a policy of aggressive opposition to 
economic decay. Dr. Keezer to the contrary, the figures 
prove that since June, 1933, there has been an increase of 
employment, but to what extent that was due to passing 
jobs around rather than increasing jobs nobody knows. 
But we do know, wherever 
the credit may belong, that 
there has been a marked in- 
crease in payrolls. We also 
know that there has been a 
large gain in national in- 
come—but whether because 
of or despite N R A we 
shall never know. 

Whatever it may have ac- 
complished, whatever may 
be its role in the future, 
N R A is now in a sort of 
hibernation. There is a 
huge front of effort and a 
prodigious routine activity 
but accompanied by an air 
of futility, such as may ob- 
sess a squirrel in a revolv- 
ing cage. The ignominious 
retreat beaten by the De- 
partment of Justice in the 
Belcher lumber case, and 
the armistice arranged be- 
9 ji tween the Lumber Code 
z 4 aM Authority and N R A, 

HABITAT USA. which amounts to suspen- 

| a sion of that code and im- 
; munity from prosecution 
for all violators of it— 
whether of hours, wages or 
what not—has had a most 
demoralizing effect on code 
members and N R A per- 
sonnel; the former are be- 
numbed and the latter are 
suffering from functional 
locomotor ataxia. Taken 
together with the approach 
of the end of NR A ora 
substitute for it, indignant revolt or sullen laxness has 
spread to other codes. Decrease in the number of enforce- 
ment actions simply means that business men and their 
code authorities are ignoring this aspect of the new deal 
except as a continuing gesture. Business men are coming 
to think less of business as a parcelling out of what is and 
not of getting more. Always an object of bootlegging, 
N R A is in a worse state of compliance and contempt than 
the prohibition law was in its twilight days of demise— 
except where the particular business group is strong for it. 
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There are so many adverse decisions pending in the U. S. 
district courts—decisions that reflect the hot resentment 
of a free people against meddling bureaucracy—that as 
new cases come up judges are disposed to fall in line, 
lecking interpretation by the Supreme Court. And a 
decision arising from one code particularly discourages the 
authorities of other codes in that district. With large 
areas exempt, everybody is waiting to see what the Supreme 
Court may say and what is to come after June 16. 

The Senate Finance Committee has before it a pattern 
bill for the new law, 


recalcitrant industry may be denied a voluntary code or get 
an imposed one; and there are some fourteen standards 
set up as measures of code need—on any or all of which 
the President may grant a code. The definition of standards 
is to meet the Supreme Court position in the Texas oil 
code cases. 

All purely intrastate businesses are presumably out of 
codedom, carrying with them 300 or 400 codes and 3,000,- 
000 or 4,000,000 people. These are the codes of the 
service trades and many besides which are already suspended 

as to trade practices. 























which reflects the gen- — In these groups are 
eral position of Chair- barber shops, laun- 
man Richberg and || Is Providence or N R A Responsible? dries, cleaning and 
the N IR B, and the dyeing, hotels and 
President’s demand (N R A Law Was Passed June 16, 1933.) restaurants; motor 
for a new two-year oy july, —- vehicle, storage and 
law along the general Unemployment (millions)......... 13,175 11,415 10,094 parking; advertising, 
lines of the present Employment (millions) ............ 16,300 18,323 19,764 etc. Codes in these 
act. Extended hear- Gainfully occupied (millions) ..... .. 86,060,000 $8,833,000 39,596,000 trades are already 
ings by the Commit- National Monthly Income (billions). . $3.6 $4.1 $4.4 dead or near dead. 
tee have brought out Payrolls (index,.. ....2.....-.s000+ 33.9 43.2 57.9 But how on earth to 
the official view and Dividends (index)................ 94.4 96.0 125.0 separate purely state 
th € varying public Average Hourly Earnings.......... 44.6c 43 .8c 51.9c business from _ busi- 
views and reveals a Average Hours............-.000+ 40.2 43.1 37.0 ness which may af- 
bewildered Congress Weekly Wages.............000005 $15.75 $18.04 $19.73 fect interstate com- 
milling toward an- TRING aise sek vosnianes 68.7 72.7 78.95 merce no man knows; 
other revolt. _ Rich- Purchasing Power of Weekly Wages. $22.95 $24.81 $23.88 and, believe it or not, 
berg, testifying at ; (Ast, 1983) (8rd, 1988) (2nd, 1934) a pants presser in 
te length, vigor- Sy Gomes aa ot eee 114.7 415.6 364.1 Kalamazoo may upset 
ously championed the dias nes sain business in Wall 
N R A idea and de- Production Index*.............++- 163.2 196. 204.6 Street. 

fended its work, posi- Industrial Stock Prices............ 43.4 81.0 78.9 Section 7(a) stands 
tively claiming that Business Activity Indext.......... 56 76 66 as at present except 
it has put 3,000,000 : (1932) (1933) (1984) that it is affirmatively 
men at work. He also A. “ of L. Membership........... 2,532,261 2,126,796 2,608,011 described as a “‘state- 
defended price con- SN Sia cei teas ipanideaeess (1982) 808 (1933) 1,562 (1934) 1,570 ment of rights of em- 
trol to the extent of Carloadings (thousands)........... (Jan.) 481.1 (Dec.) 517.4 588.3 ployees, which are 
putting a bottom un- aaartasiesi nonyenaegil 57,984 50,362 134,140 hereby declared and 
der destructive price Bank Debits (millions dollars daily).. (Jan.) 12,058 (Dec.) 13,288 13,408 afirmed.” Such_in- 
competition. In this stay ON signia as the Blue 
respect the bill before ites: 9 Eagle are specifically 
the committee leaves authorized and gov- 





ample room for the 

President to permit both price and production and also 
distribution control. In that it is utterly unsatisfactory to 
the consumer groups and most economists. 

Codes and code authorities are specifically authorized. 
In general, as at present, codes are initially voluntary, and 
provision is made for voluntary withdrawal. But the 
President will still have authority to impose codes. Im- 
posed codes will cover only wage and hour provisions, 
provisions of Section 7(a) prohibition of child labor, pro- 
hibition of dishonest, fraudulent or unfair business prac- 
tices, prevention of oppressive conditions of employment 
or the waste of natural resources, and the furnishing of 
required information. Trade agreements, approved by the 
President, are again authorized. These (never used except 
in the N R A blanket code) are really a form of code, but 
are voluntary as to application, whereas the codes proper, 
once adopted are binding on the whole group affected 
willy nilly. While purporting not to amend the anti-trust 
laws, the bill declares that action taken under codes or 
agreements shall be lawful. 

The limited, or imposed, codes will probably carry fixed 
standards of minimum wages and maximum hours, as one 
of the ways of mollifying labor and turning it off from the 
trail of Wagnerian oligarchy and 30-hour week economic 
lunacy. But voluntary inclination for a code would not 
mean its gratification; under the proposed new law. A 


14 





ernmental purchases 
are limited to goods supplied by persons complying with 
codes and codes and agreements, if any. 

Although limiting its application to interstate and foreign 
commerce, the definition of such commerce is so broad 
that it can be so comprehensively applied as the present 
law has been and will have the same risks of judicial nulifi- 
cation. Moreover, violation of any of the standards set up 
for code authorization is forbidden in all commerce, instead 
of merely interstate or foreign commerce. Adjustments of 
codes to meet tariff situations are permitted as at present. 
Penalties for violation are limited to fines. Procedure is 
laid down for the guidance of complaining employees. The 
proposed law is made effective for two years, without Presi- 
dential discretion to suspend it. In other words, Congress 
would decree that the emergency is to last two more years. 
At present the President could call off the law by declaring 
the emergency at an end. 

The proposed bill is as offensive to critics of N R A as 
the present law is. There is a strong group in Congress 
which would prefer to get out of one of the worst legislative 
juridicial and commercial complications the United States 
has ever experienced by allowing the law to die without 
successor on June 16. Some well informed members of 
Congress predict that it will die in the closing jam of the 
session. 

(Please turn to page 47) 
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Latest Developments on the 
Public Utility Front 


Wheeler-Rayburn Bill—Taxes for Federal Power Plants— 


More Power Sites Needed? — Ontario’s 


Low Rates 


By Francis C. FULLERTON 


HE Wheeler-Rayburn bill, which has so alarmed the 
public utility industry, is at this writing still in the 
hands of the House Committee on Interstate and 

Foreign Commerce, the parade of earnest witnesses pro 
and con now having lasted for some weeks. As in criminal 
trials, the prosecution is having the last word as Adminis- 
tration advocates of the bill appear in attempted rebuttal 
of the strong testimony previously given by a number of 
utility leaders. 

It is the consensus of opinion that the final legislation 
will be considerably less stringent than the original bill, 
but will be by no means lacking in teeth. This, however, is 
only opinion, and the measure still has a long legislative 
road to follow. The next step is for the committee to agree 
upon and report out a bill. Then the House of Represen- 
tatives will pass upon it, after which the Senate—in which 
Administration measures thus far have had slow going and 
much careful inspection—will have to be heard from. 

Mr. Roosevelt’s precise attitude is, as usual, somewhat 
inscrutable, despite the strong language of the special mes- 
sage in which some weeks ago he denounced utility “pro- 
paganda”™ and called for stern handling 
of the holding companies. On this point 
President Thomas N. McCarter, of the 
Public Service Corp. of New Jersey, 
told his stockholders the other day that 
he had talked with Mr. Roosevelt several 
times, that each time he got the feeling 
that “the whole thing was over,” but 
that later he found out differently! 


Three cheers for Representative Pet- 
tengill (Dem., Ind.), who proposes legis- 
lation which would subject all Federal 
power developments to state and muni- 
cipal taxation. Utility investors will 
watch the progress of this proposal with 
interest, but probably with no great 
optimism as to its adoption by Congress. 
The idea is wholly fair in principle, for 
unless public power enterprises pay taxes 
equal to those paid by private utilities 
the “yardstick” theory is a farce. Be- 
sides, there is a movement in Congress 
to accomplish the same purpose by having 
the Federal Government reimburse cer- 
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tain counties in Tennessee for the loss of taxes on formerly 
private property now in the hands of T V A. 

Mr. Pettengill also proposes that the T V A be required 
by law to conform to the methods and practices of account- 
ing prescribed for private utilities in the Wheeler-Rayburn 
bill; and David E. Lilienthal, T V A power director, has 
conceded on the witness stand that this would be a 
“sound principle.” That Representative Pettengill’s two 
simple proposals will become the law of the land is almost 
too much to expect. The average private utility would 
be delighted to have itself compared to a public power 
operation not subsidized by the taxpayers and not able 
to make its books tell whatever story the political managers 
desired. But here, unfortunately, we are probably dealing 
with fairy tales. Why, the whole “utility issue” would 
blow up with a bang if we go in for such nonsense as 
putting the Federal “yardstick” on a fair, competitive 
basis. That wouldn’t do! 


When a private utility makes a public statement in 
defense of its own interests that is 
“propaganda”. When the Federal Pow- 
er Commission issues a blast against the 
utilities, that is the press release of an 
official agency of the United States Gov- 
ernment and, as such, it is news. The 
writer offers this explanation in the hope 
that it may clear up a certain amount of 
confusion in the minds of utility in- 
vestors. 

Seriously, the most effective and dan- 
gerous propaganda in this country today 
is coming from official agencies of gov- 
ernment. Newspaper editors have little 
option in the matter. No matter how 
biased, inaccurate, half-baked and unfair 
an official report may be, it is official and 
makes its way to publication as news. 
The defense is at a disadvantage from 
the start. Statements of refutation are 
belated and never offset the initial im- 
pression created in the public mind. 

A case in point is the recent “report” 
of the Federal Power Commission pic- 
turing an imminent power shortage in 
the United States. In the leading New 

(Please turn to page 46) 
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If All Nations Devalue 


Will a Period of Currency Chaos Be 
Followed by Final Restabilization on 
Gold? Possibility of the World Going 


on a Sterling Basis or Dollar Basis 


By H. M. 


TREMAINE 





OLLOWING months 





of fearful rumors, the 

united front of the Eu- 
ropean “gold bloc” has at 
last been shattered. Belgium 
has been the first of the 
countries to devalue her cur- 
rency. 

But such is the merciless 
pressure being exerted on 
the rest that they all seem 
destined eventually to travel 
the same road. They can 
say what they like, do what 
they can, but all the odds 


Tourists expenditures........ 
Interest and dividends....... 


Remittances (largely insignifi- 
cant) 


Miscellaneous trade and ser- 
vice transactions.......... 


are against their maintaining en ere 
the existing gold value of RT Ee ee 
their currencies. Holland Paper currency (our own).... 


should be the next to de- 
‘ value; then possibly Switzer- 
land; finally perhaps France; 
with the vicious circle start- 
ing all over again if the 
United States -should take 
the “other nine cents” (or 


Bond redemptions, etc....... 
Short-term banking funds... . 


Residual item (largely “panic 
capital?’’) 





The United States Balance of 
International Payments in 1934 


other, put barriers in the 
way of some foreign com- 
modity, which seemed to 
compete in its new economy 
of self-sufficiency. But there 
were countries which had 
debts to pay; others depend- 
ed upon certain foreign 
goods almost for their ex- 
istence and were forced to 
export in order to pay for 
them. Thus, exports were 
made to jump the newly 
erected import barriers, 
though the amount actually 
received by the exporter 
naturally was smaller than it 
had been by the amount of 
the barrier. For a time, for- 
eign loans and credits and 
shipments of precious metals 
succeeded in bridging a 
widening gap. Finally, the 


Net Debits 
(or how debts 
to us were 
paid) 


Net Credits 
(or how debts 
to us arose) 


$478,000,000 


$37,000,000 
228,000,000 
265,000,000 


124,000,000 


27,000,000 
1,217,000,000 
86,000,000 
48,000,000 
105,000,000 
116,000,000 
200,000,000 


549,000,000 





inevitable happened. Debtor 


$1,740,000,000 $1,740,000,000 
countries no matter how 











more) from the gold value 





hard they tried found that 





of the dollar. Is there no 

end to it? Are we entering an era of intensified monetry 
chaos, a complete breakdown of the gold standard which 
will make it necessary for the world to find some other 
medium in which to carry on foreign trade—possibly the 
pound sterling, maybe the dollar—or, are we approaching 
the crisis that will result in final restabilization on gold? 

There is no subject today more fascinating nor more im- 
portant than the relationship of various currencies one to 
another, and to gold. Don’t think for a moment that ex- 
plosions in foreign exchange are without their influences 
upon us, or that we have talked isolation so long that we 
are really and truly isolated from the rest of the world. 
Every time the pound sterling declines, it exerts a defla- 
tionary effect upon our price level; every time it goes up it 
makes it easier for us to carry out our stated objective of 
raising commodity prices. 

Foreign exchange is a sensitive thermometer of those 
international disparities that are the heart and soul of the 
present depression. The fundamental causes of today’s 
deplorable monetary condition are starkly simple. The 
world went nationalistic. Each country following the war, 
strove for self-containment. First one country, then an- 
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their debts were unpayable 
and, denuded of gold, with their currencies at a discount, 
first one and then another defaulted. 

This is the background of the present international cur- 
rency struggle—the basic cause, as it were. However, it 
has set up “overtones” which, while really effects, are also 
the cause of further trouble. For example, we, in 1933, 
suffering intensely from the deflation which we ourselves 
certainly helped to set up, attempted to cheapen the for- 
eign exchange value of the dollar by operating (buying 
and selling, but mostly buying) in foreign gold. In other 
words, foreign exchange which has within itself powerful 
forces for self-correction was being rigged instead of per- 
mitted to adjust itself. Currently, we are doing strange 
things to silver. The huge British Exchange Equalization 
Fund is another element of artificiality in the situation. In 
addition—a tremendously important factor—there is the 
unascertainable quantity of liquid capital which goes rush- 
ing about the world from one country to another, fright- 
ened first by one government then by another, panic- 
stricken over the future first of one currency then another. 
This capital moves about the world with the results of an 
old-fashioned cannon, loose on the deck of a pitching ship; 
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it smashes exchanges, causes the fall of governments and 
disrupts foreign trade. 

It is unfortunate that so little has been done in any con- 
certed way to remedy the situation. The world is as na- 
tionalistic today, both commercially and politically, as ever. 
France, Holland, Switzerland and the other countries, which 
still are clinging to gold, continue to suffer a constant de- 
flation. They continue the losing battle against the defla- 
tionary tide by putting obstacles in the way of low-priced 
imports, meantime their high-priced exports are being 
driven from the markets of the world by merchandise from 
countries with depreciated currencies. They squirm like 
moths on the point of a pin, this gold bloc. If we ourselves 
are not squirming at the moment under the pressure of fall- 
ing prices, it is largely because of vigorous internal policies 
(government spending, etc., coupled with such happenings 
as the drought) which are working the other way. How 
long we shall be able to keep up these internal policies is off 
the point of this discussion, although it is certainly some- 
thing to think about on general grounds. 

There has been some expression of opinion in this coun- 
try that the final break-up of the “gold bloc” will be some- 
thing of a blessing, on the grounds that it would set the 
stage for early stabilization by agreement. Maybe it will; 
certainly there ought to be something of a willingness 
among the countries of the world to stabilize when they 
see that if they go on as they are doing now it will lead to 
progressive devaluation with no one getting anywhere in 
the long run. It would seem, however, that they must 
strike for stabilization while the iron is hot; if they let the 
opportunity go by, which would be given them by the 
break-up of the “gold bloc,” it may well mean that we are 
in for a prolonged period of chaos. 

The United States and Britain between them hold the 
key to stabilization. If these two countries could come to 
an agreement on the dollar and the pound, an agreement 
sound in that it would be economically possible to maintain 
the stabilization point, the rest of the world would quickly 
fall into line. 


no sooner would some country get back on gold again than 
her metalic reserves would be drained by the necessity of 
making settlement in gold to the United States and she 
would be back with the irredeemable paper currency with 
which she started. On the other hand, there is reason to be- 
lieve that Washington realizes this and would very much 
like to get rid of a portion of its store of gold. The ex- 
changes that we have made with various countries south of 
us, gold for silver, point to this. 

There is another thing that we might do; it would not 
hurt us a bit and might materially help the foreign exchange 
situation. The Department of Commerce calculates that 
last year the inflow of private, commercial and other non- 
banking funds, together with miscellaneous foreign ex- 
change transactions and unreported international security 
transactions amounted to $549,000,000. This was largely 
the panic liquid-capital which was mentioned previously. 
Now, we do not want this money, particularly do we not 
want it when it comes in the form of gold and upsets the 
economies of other countries. Why, then, should we not 
put an embargo on the importation of such metal. In other 
words, while we would continue to take gold in settlement 
of debts owed us and gold for goods (although goods for 
goods would be a preferable method in view of our huge 
gold stocks) we would refuse to be a temporary haven for 
foreign frightened capital. 

If, after preliminary survey and discussion, it were de- 
cided that this were not enough to permit stability of the 
pound and other foreign currencies, then we would have to 
canvass the other means of balancing our international ac- 
counts. We might import a little more, encourage our 
citizens to travel abroad, or even find some safe channel for 
making a few long-term foreign loans. It would pay us to 
make some seeming sacrifices in the name of currency sta- 
bilization, for its advantages to us would be very great. 
Not the least of these would be that we would no longer 
have to suffer the disrupture of our domestic economy which 
is now brought about by fluctuating paper exchanges, prin- 
cipally sterling. 

England’s view 





There are, of 
course, formidable 
obstacles. Of these, 
and fitting squarely 
into the basic 
causes of the cur- 
rency mess which 
were given previ- 
ously, the unbal- 
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of stabilization is 
not quite the same 
as ours. In the ab- 
stract, she would 
like to be back on 
gold; financial in- 
terests are agitat- 
ing actively for a 
speedy return to 
the historic stand- 
ard. They think, 
and logically so, 
that the business of 
world banker and 
broker is not one 
that can develop its 
full possibilities un- 
der a cloud of a 
paper currency. 
However, England 
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showed, among 
other things, that 
the United States sold abroad $478,000,000 more goods 
than she bought, that interest and dividend payments were 
$265,000,000 in her favor, and that she imported a net 
amount of $1,200,000,000 in gold and $86,000,000 in 
silver. 

It is perfectly clear that the United States cannot go on 
absorbing precious metal from the world at any such rate 
as this and at the same time seriously expect other countries 
to consider stabilization. It just wouldn’t make sense, for 
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today is not being 
run for bankers, but for business men. To the latter, the 
Government’s stated intention to permit sterling to decline 
in terms of gold in order to offset a decline in world com- 
modity prices is perfectly satisfactory. The English busi- 
ness man does not like wildly fluctuating prices any more 
than the American business man, and it seems that over 
there they have at last devised a system which gives reason- 
ably good results. It is a system, of course, which has had, 

(Please turn to page 45) 
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Significant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


France: Gold Without Commerce 


It is now almost a truism that the 
technical soundness of a currency is 
no guarantee against devaluation. Bel- 
gium is the latest example of the 
elementary Scotch precept of John 
Stuart Mill: “A nation can live with- 
out gold; it cannot live without com- 
merce.” But there still remains in 
Belgium, as well as in other so-called 
“gold bloc” countries, an obstinate per- 
sistence to the gold standard. In fact, 
this monetary psychosis has reached 
such an extreme degree in France as to 
impell the application of the law of 
1928 authorizing the minting of gold 
coins for circulation. Here is a gesture intended to support the 
flagging confidence of the gold bloc and at the same time to 
buttress the weakening defenses of the Flandin government. 

The gesture is likely to be an empty one, due to the 
limitation of minting capacity, and hence the length of 
time necessary to place an adequate number of coins in 
circulation. It is highly possible that the Treasury may bait 
new financing by promising to pay bond interest in coin. 
If gold pieces become a regular form of legal tender, 
coins will soon replace hoarded bank notes and disappear 
from circulation. The only method of success lies in play- 
ing the game to the bitter end; to coin gold until the 
hoarded reserve has become exhausted, and then to allow 
a free money policy which might have a sufficient defla- 
tionary effect on French prices to maintain the existing gold 
parity of the franc. 


* oa * 


The Flerin and the Commodity Trend 


Holland, following the precedent of Italy and Belgium, 
swears by all that is sacred to defend her currency to the 
last ditch, or rather to the last dyke, but in these days of 
confusion and uncertainty the laws of probability and the 
dictates of common sense are safer guides than the guar- 
antees of governments. 

The intervention of the Dutch National Bank in raising 
the discount rate and in placing restrictions on gold with- 
drawals indicates the prevailing tension. It is significant 
to observe that Holland, distinct from other countries on 
the old gold standard, is a producer of basic commodities. 
The fall of the belga was instigated primarily by industrial 
stagnation with its consequences relegated to the restricted 
field of manufactures. The probable devaluation of the 
florin might be expected to produce more far-reaching con- 
sequences, involving a depressing effect on the world price 
€ sugar, rubber, tin, tea and to some extent, oil. It is 
obvious that florin depreciation would more seriously affect 
commodities not subject to rigid schemes of production 
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the belga. 

Meanwhile it is reported that the 
devaluation groups in the Netherlands 
are rapidly gaining new adherents, 
especially in Rotterdam, which as a 
port for “in transit” shipments to the 
Rhine basin and Switzerland, is now 
at a distinct disadvantage in competi- 
tion with Atnwerp. 


* * * 


Continental Capital Plays Hide 
and Seek 


It is a foregone conclusion that while 
pressure against the florin and the Swiss 
franc had been momentarily checked by short covering, 
further speculation in these markets has not been aban- 
doned. The shaky Swiss banking situation, a cause for 
real concern in financial circles for some months, fostered 
a drift rather than a flight of capital from Switzerland 
toward Paris and London, for conversion into gold or for 
foreign investment. 

This movement explains in part the recent strength of 
the pound, but the general nervousness of continental 
monetary conditions may also account for the rise in 
sterling in terms of gold, although gold shipments to Lon- 
don have tended to modify this tendency. Advices from 
London state that this temporary dip in the price of gold 
provided the occasion for renewed speculative commodity 
and security buying. It is believed, however, that the 
rising price trend will be shortly resumed. This opinion is 
supported by the disclosure that an American mining syndi- 
cate was a recent purchaser of large interests in popular 
British gold mining enterprises. On the other hand, the 
political and monetary tension in Europe, with the antici- 
pated repercussions on security markets, particularly in 
Switzerland, Belgium and Holland, has failed to stimulate 
continental buying on the New York exchange. The 
logical flight of nervous funds for investment was, in fact, 
forestalled by the general lack of confidence of European 
capital in the immediate American outlook. 

It is by no means assured that France can hold out 
indefinitely against the growing external conviction that 
international financial collapse is impending unless decisive 
action is quickly taken. Nor is it assured that France can 
indefinitely ignore the desperate condition of her industrial 
and banking situation. Despite opportune denials, French 
economy is fundamentally unsound, in reality as unsound 
as in Belgium, but perhaps with more staying power. An 
unbiased analysis of current balance sheets glaringly reveals 
the acuteness of French business depression; approximately 
one-half of the major industries are operating at a loss; 
approximately two-thirds of the credit institutions, if the 
truth were known, are probably insolvent. 
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France Drops Claims on American Firms 


At the eleventh hour, immediately prior to Mr. Laval’s 


| departure for Stresa, the prolonged negotiations on the 


| question of double taxation of American firms operating 


| in France were finally concluded to the satisfaction of the 


| interests involved. A tentative accord reached between 


Ambassador Edge in 1932 and the French government has 


' been shelved by French officials during the past three 
| years, thus adversely affecting the financial status of many 
) firms already established in France, causing others to with- 
' draw and, undoubtedly, has prevented many others from 


| entering the French market. 


It is stated officially that 
clams against American companies amount to some two 


© billion francs, and while the agreement is retroactive only 
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’ to 1930, it is assumed that the claims will be abandoned in 


total. 

The elimination of a double tax, first on the profits of 
the foreign subsidiary, and second with an arbitrary and 
varying rate on the profits or turnover of the parent com- 
pany, is considered in Paris business circles as the first 
step toward better Franco-American commercial relations, 
and as a preliminary move leading to the needed Franco- 
American trade treaty. 

Successive attempts to reach a mutual agreement, on pro- 
visions of such an accord, have heretofore met with failure, 
the French contending that the scope of the treaty be 
limited to a few specific items, whereas proposals set forth 
in Washington embrace a more comprehensive group of 
items in the tariff schedule. 

It is learned through sources close to the Ministry that 
while the French as usual agree “in principle” as to the 
desirability of a commercial accord, certain upward tariff 
revisions are contemplated on items di- 
rectly affecting American business, par- 
ticularly in the category of foodstuffs. 
It is believed that the former French 
policy of boosting tariffs, in order to - 
subsequently trade them down, will meet 
firm resistance on the part of the State 
Department, and if such a development 
arises in the negotiations a new deadlock 
will ensue. 


* * * 


The Abyssinia Powder Box 


As the Conference of Stresa ap- 
poached, renewed misgivings concerning 
Latin integrity arose. While professing a 
genuine desire for an amicable solution 
of the European entanglement, Musso- 
lini characteristically hedged his position 
by announcing in advance that little in 
the way of definite results could be 
expected from the coming negotiations. 
A dictator’s position is, indeed, precari- 
ous; it rests solely on the support of the 
mob spirit, and mob support is subject 
to fickle caprice. For the survival of 
Italy, Mussolini must advocate a sanguine policy of con- 
tinental collaboration; for the sake of his own neck, he 
must perpetuate the militant spirit of the Fascist movement: 
for the sake of his empty purse, he must pursue his pro- 
gram of colonial expansion. Hence the Dictator is faced 
with the delicate problem of diplomatically merging these 
three conflicting ambitions. Thus the Stresa Conference 
terminated with little other results than a mild censure 
of Germany's rearmament. Although it may be noted in 


, x 


passing that the League of Nations minced no words in 
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the condemnation that they subsequently administered. 
Mussolini will return to drive his Fascist flock by vigorous 
exhortation. But prolongation of imperialism in Abyssinia 
cannot be manipulated with such legerdemain facility as to 
escape the observation of world opinion. 

Nevertheless, Italian preparations for war continue; 
additional troops embark, for duty in the much-discussed 


neutral zone bordering the Abyssinian frontier. Recent 
press reports indicate that the Egyptian government only 
under external pressure agreed to cancel a contract with 
the Italian government for the importation of laborers for 
the hurried construction of a road through Eritrea to 
Addis-Abbaba. A further press communication states that 
a train load of ammunition destined for the Ethiopian 
capital was stopped by French authorities, significantly 
revealing an apparent French sanction of Italian colonial 
policy. 

This circumstance precludes the likelihood of an im- 
partial settlement of Abyssinian grievances in the forth- 
coming dual conference, to be held either in London or 
Paris. Should Abyssinia hold out for her so-called “in- 
allienable” rights as a League member, the controversy will 
be then submitted for arbitration to the council of this 
Whited Sepulcher. 


* * * 


Poland and Her Chameleon Politics 


The position of Poland in European affairs is one of 
ambiguity and, therefore, one of singular importance. Her 
chameleon capacity for change has become the most unpre- 
dictable factor in the present bewilderment of European 
diplomacy. First regarded as a cultural cousin of France, 
she concluded a half-hearted treaty with 
Russia, proceeded next to strengthen her 
military and economic ties with Ger- 
many, and finally, since Mr. Eden’s 
visit, professes to rely in principle on 
British prestige. By these multiple afhli- 
ations, Poland has pursued the only poli- 
tical course open to her under circum- 
stances of indefinite promises of support. 
The geographical position of Poland 
between Russia and Germany was never 
secure; her friendship with France was 
based exclusively on the supposition of 
active support against German encroach- 
ment. It became evident last year that 
this friendship could not be relied upon 
to the extent of involving France in the 
issue of defending the Polish Corridor. 
This estrangement automatically resulted 
in the German-Polish agreements. 

The interest of the German rapproche- 
ment with Poland lies mainly in a right 
of way to Russia. Both countries are 
united in a common front to check the 
Communist menace. German military 
technicians are working in close contact 
with the Polish Army and Aviation 
Force, a formidable combination “for defense”. While 
Poland has apparently tacitly agreed to permit the passage 
of German troops through her territory to Russia, it is 
significant to recall that the Soviet demands similar 
privilege, or in case of conflict, to allow a Russian aviation 
base in Poland. 

Poland’s essential fears are not of a Red Army offensive, 
but the infiltration of Red propaganda. By a curious turn 
of circumstances, France, whose political solidarity has 

(Please turn to page 45) 
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Replacement Buying Now a 


Factor in Recovery 


Despite Uncertainties, Heavy Industries Are Beginning to 
Make Capital Expenditures—Which Companies Will Benefit? 


By Norman TRUMBULL CARRUTHERS 








OR nearly six years, the i 
replacement of plants, ma- | 


chinery and service equip- 
ment has been considerably less 
than normal. But wear and tear, 
like the brook, “go on forever” 
and the twin ravages of obsoles- 
cence and depreciation have not 
been halted by the forces of busi- 
ness depression. 

In 1929, after a decade of un- 
precedented expansion in produc- 
tive facilities and normal replace- 
ment, competent surveys have 
shown that industry, as a whole, 
was in a position to produce 
about 20 per cent more goods 
and services than were consumed 
or required at the peak. But 
after six years of sub-normal re- 
placements and no significant ad- 
dition to production facilities, 
one might well ask what is left 
of the 20 per cent? Serious 
doubts must arise as to whether 








industry, halted in its expansion 
and living on its capital, has not 




















suffered a deterioration in its 
facilities to a point where a re- 
vival of consumer démand would find them overtaxed and 
inadequate. 

If it is difficult to give factual support to this contention, 
because of the paucity of statistical data obtainable on the 
present state of repair and efficiency of industrial equip- 
ment, it is at least possible to draw a number of indisput- 
able conclusions. 

It is a virtual certainty that the railroads have for more 
than five years been heavily paring their maintenance of 
property and equipment. Repairs and replacements to 
roadbeds, ties, terminal facilities and rolling stock have 
been skimped to the bone by many roads. Despite the 
rapid strides made in the development of new equipment, 
capable of permitting a genuine savings in operating costs, 
the actual investment by railroads in such equipment has 
been comparatively negligible. True, there has been much 
publicity given, for example, to the new streamlined trains, 
but the actual aggregate outlay for such equipment has 
been small—no more than a drop in the bucket. 


20 


plant and new machinery and 
tools. Idle plants deteriorate as fast, if not faster, than 
active ones and many such units may never again attain 
any real measure of usefulness, but will have to be scrapped 
with any real revival of activity. 

In summary then, what has been going on for five years 
or more is that industry has in effect been living beyond 
its means—living on its capital account—by permitting 
replacements and repairs to lag dangerously behind obso- 
lescence and depreciation. Industry, or at least a large 
part of it, like the motorist with the worn tires, has con- 
tinued to drive its machines putting off the replacement of 
worn parts and waiting for a favorable “break.” When 
that time comes, valuable time and competitive advantage 
may be lost if a company has to “stop and change its 
tires.” 

The outstanding industrial achievements of the United 
States in the past were made possible through the policy 
of regarding any piece of machinery as a liability immedi- 
ately any other means was found to do the same work 
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Typical Companies Benefiting from 
Replacement Purchases 


Allis-Chalmers 

Mesta Machine 
Johns-Manville 
General Electric 
Westinghouse Electric 
International Harvester 


Fairbanks, Morse 
Blaw-Knox Co. 
Ingersoll-Rand 
Niles-Bement-Pond 
National Acme Co. 
American Car & Foundry 
General Railway Signal 


of their own resources. Of course, 
for this rehabilitation movement 
to reach its full bloom, the will- 
ingness and ability to arrange for 
longer term financing are essen? 
tial. But here also there are 
hopeful signs that new financing, 
long stagnant, may experience a 
real revival in the months to 
come. With an unprecedented 
plethora of idle capital seeking 
employment, a veritable host of 
companies of high credit stand- 


p dence. 


| Pump-priming has been expen- 


. Cutler-Hammer 
No greater uncertainty 


can be generated than by tinker- 
ing with the nation’s money. 


Westinghouse Air Brake 


ing would have no difficulty in 
making satisfactory financial ar- 
rangements. Many such com- 








sive and without move than tran- 

sient effectiveness. Efforts to stimulate private building 
have hit the snags of high costs and a demoralized real 
estate mortgage market. These projects, coupled with 
questionable reform measures, have virtually forced inde- 
pendent industry to continue on a hand-to-mouth basis 


} and plans for the future have been allowed to gather dust 
i while still in the blueprint stage 


Speaking at Chicago recently, Ernest T. Weir, chair- 
man of the National Steel Corp., protested vigorously 
against the attempt of the Government to take over the 
job of recovery. “Let confidence be restored,” said Mr. 
Weir, “and business will take care of the rest of the job. 
All the Government’s relief and job-making combined is 
not a drop in the bucket compared with the prosperity- 
making capacity now lying inert in business through lack 
of confidence.” 

These terse remarks require no elaboration, and they 
are confirmed by executives everywhere. As Charles Bene- 
dict points out in this issue, if the threat of holding com- 
pany legislation were removed and some assurance given 
that the budget would some day be balanced, wild expendi- 
tures curbed and money tinkering over, industry would 
probably spend many times the five billion now planned for 
pump priming. Even in face of these uncertainties there 
are unmistakable signs that demand emanating from piled- 
up obsolescence is becoming effective. Necessitous de- 
mand alone, and without immediate consideration of the 
requirements _—_ needed 
to bring the industrial 
plant fully up-to-date, 
would have sufficient 
force to bring about 
decided improvement 
in earnings of those 
companies _ supplying 
materials and equip- 
ment. 

One might well 
pause here and inquire, 
“Where is the money 
coming from?” After 
five years of careful 
husbanding of working 
capital and adherence 
to sound depreciation 
policies, there is a 
considerable number of 
companies now in a po- 
sition to expend siz- 
able amounts for re- 
pairs and replacements 
within the limitations 
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New Equipment Being Completed in Westinghouse Electric 
& Manufacturing Plant for Ford 


panies, heretofore timid, will take 
heart from the success which has 
recently attended several large bond flotations. Although 
the bulk of this new financing has been for refunding pur- 
poses, and has created no new capital, a handful of com- 
panies have raised money for additions to property, etc. 
If confidence once takes hold, we can expect a deluge of 
new financing by companies anxious to repair the deteriora- 
tion of the past five years and bring their plants up to the 
standards set by present day developments and efliciency. 

As a matter of fact, no responsible borrower need con- 
sider immediately long-term financing for the banks stand 
ready and eager to advance funds for sound projects. Fur- 
ther, the cost of such borrowing was never lower than at 
the present time. 

As evidence that some companies have already embarked 
upon rehabilitation programs, and as a clue to what may 
be expected as the movement gathers momentum, some 
significant figures on recovery spending last year are noted. 

A group of about 25 large companies engaged in diver- 
sified pursuits spent an aggregate of nearly $191,000,000 
last year for new equipment and additions to plant. Ten 
large utility companies expended more than $215,000,000 
for new transmission and distribution facilities and the 
replacement of overhead wires with underground equip- 
ment. 

Outlays by Class I railroads for motive equipment in 
1934 totalled $92,000,000, the largest since 1930, although 
the figure in the latter year was more than $328,000,000. 
In the period of 1931- 
1934 inclusive,  rail- 
roads spent only $217,- 
000,000 for equipment, 
or $111,000,000 less 
than was expended in 
the single year, 1930. 
Capital expenditures 
for roadway and struc- 
tures by the railroads 
last year amounted to 
nearly $121,000,000, a 
gain of $32,500,000 
over 1933, but still sub- 
stantially less than the 
$544,339,000 spent in 
1930. At the begin- 
ning of the year Class 
I railroads had a car- 
ryover of $148,000,- 
000 in authorized ex- 
penditures. 

The outlays by these 

(Please turn to 
page 47) 
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Courtesy, Pan American Airways 





Fifty-Passenger Martin Flying Clipper Ship 


Aviation Fights On 


Take off your hat to the gamest of gamblers—the Amer- 
ican air transport companies. Last year the Government 
socked them on the nose with arbitrary cancellation of mail 
contracts and forced reorganization, followed by the estab- 
lishment of mail rates on which the big transport companies 
have steadily been losing money. Moreover, uncertainty 
as to the ultimate Federal policy on commercial aviation to 
be enacted by Congress has hung over them month after 
month and still hangs over them. They do not know what 
the future holds, and continuation of present losses will 
drain them of working capital if mail contracts are not re- 
vised upward within the next few months. In short, these 
companies have good reason to shorten sail in every pos- 
sible way. Instead, they have gone right ahead buying new 
and better ships. Instead, they have steadily smashed down 
the safe flying time across the continent. Today one can 
fly from Chicago to New York in 4 hours and 5 minutes; 
from New York to San Francisco in less than 19 hours fly- 
ing time. If any industry deserves a break from the New 
Deal, this is it. 


* * * 


Are They Worth It? 


Reports made to the S E C show that the great majority 
of chief executive officers of American corporations draw 
down salaries ranging from $50,000 to $100,000 a year. 
What the size of the corporation is seems to make no very 
considerable difference. Thus, one finds, for example, the 
president of Peoples Drug Co. and the president of Amer- 
ican Smelting drawing the same salaries at $50,000 a year. 
Nor do a company’s profits or losses appear to figure more 
than incidentally in the picture. Although it must be 
recognized that many corporate executives have taken a 
proportionate cut during the depression along with every- 
body else. Still strange contrasts exist with the president 
of the profitable Eastman Kodak Co., drawing $90,903 a 
year, while Remington-Rand, which shows a considerable 
deficit for the depression years, pays its president $94,120. 
One of the most generous of corporations, as respects ex- 
ecutive salaries, appears to be Bethlehem Steel. It pays its 
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Straws in 


chairman, Charles M. Schwab, $250,000 a year, while 
President Eugene G. Grace gets $180,000 a year. It has 
been a long time since Bethlehem made any big money, and 
its dividend record since the war boom has been nothing 
to get excited about. Under the circumstances, one is not 
surprised that several stockholders did a bit of grumbling 
over these salaries at the company’s recent annual meeting. 
On the other hand, there is no rule of thumb that can be 
intelligently applied in such matters. Certainly Bethlehem 
would have lost many millions more under less competent 
management. 


Making Jobs 


With the number of individuals on the Federal relief 
rolls at virtually the highest level ever known, it need hardly 
be said that the New Deal’s laborious efforts to create pri- 
vate jobs have thus far proven grievously disappointing and 
ineffective. But with public jobs it is a far different story. 
The numbers of those who feed at the public trough have 
reached a New Deal high. Indeed, they are more numer- 
ous than in fifteen years. At the end of February, 680,546 
persons were on the Federal payroll, an increase of 5,549 
during the month and an increase of more than 110,000 
since President Roosevelt was inaugurated, following plat- 
form pledges of retrenchment in the cost and bureaucratic 
activities of the Federal Government. 


* * * 


Little Tricks of a Colossus 


Government can get away with anything. It can jockey 
around before the Supreme Court to frame up a petty 
chicken case which will present the constitutionality of 
N R A in a tricky angle that inclines the chances of a 
favorable decision toward its side. In doing so it does not 
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hesitate to upset the lumber industry, employing a million 
people, while conferring no benefits on a few poultry deal- 
ers. Not only that, but after ruining the blind sawmill 
man, Belcher, who had done nothing but what he had al- 
ways done in the prosecution of an honorable business, it 
denied him the vindication he believed the Supreme Court 
would accord him. The same Government, of course, runs 
a rowboat up the Colorado river to prove that it is a 
navigable stream. Having thereby justified the Boulder Dam 
development as a Federal undertaking, it then turns around 
and finds that the Colorado being in fact unnavigable it 
is proper to build a diversion dam across it below the 
Boulder Dam! 


New Frontiers 


Until about 1890 the economic life of the United States 
was profoundly influenced by the continuous conquest of 
the western frontier. There was always room for the dis- 
contented and adventurous to make a new start, and the 
domestic market was always expanding. “Saturation” was 
no problem. Now the Government seeks to open up a new 
frontier—Alaska. Under the American flag for almost 70 
years, this territorial empire of 600,000 square miles has 
hardly 20,000 white inhabitants. F E R A is establishing 


the Wind 


a colony of the unemployed in the Nantushka valley which, 
it is hoped, will be the forerunner of many colonies. The 
soil is fertile, the climate is no more severe than in some of 
the northern states. Pioneering is to be of the de luxe type, 
with public funds bridging over the initial period of land 
clearing, shelter building and all the expenses of getting a 
start. Once a good start has been made it is hoped that 
settlement will go on spontaneously and that some day 
Alaska may have three or four million people. 

While the Government seeks to open the new frontier, 
it is directing a retreat from the old geographical. frontier 
to new economic frontiers. A systematic effort is already 
far advanced to move farmers from the arid and semi-arid 
regions whence the winds are removing the soil to new lo- 
cations further east or to irrigated lands further west. The 
range will come back, cattle will succeed the plow, and the 
game herds of old will be partly restored. New irrigation 
projects are opening in the West and plans are brewing for 
“back east” movements of population. From the stand- 
point of money economy we already have too many farm- 
ers, and so the new frontiers will necessarily be mainly sub- 
sistence settlements. But at least they may contribute to 
the solution of the unemployment problem. It is better to 
have some millions of people living on peasant standards 
in their own homes on the physical frontier than leading 
wretched lives on the frontiers of employment. 


* * * 


Blocked Credits 


Germany now has seven different sorts of “blocked” 
marks for the bewilderment of foreigners and natives who 
happen to be so unfortunate as to have foreign credits 
there. There are four ways in which they may be utilized: 
(1) You may invest them in Germany or deposit them in a 
bank; (2) buy German goods for export; (3) give them to 
worthy Germans; (4) blow them in within Germany. But 
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the four ways have many different forms of application to 
the seven kinds of credits. There results so much red tape 
and such complicated negotiations that holders of these 
blocked credits are usually glad to sell them at a big dis- 
count to persons who have acquired skill in the game or 
whose need of the credits is greater than their dislike of 
the diversion. Blocked accounts arising from the sale of 
securities are at a discount of 64 per cent, 25 per cent on 
special accounts, 34 per cent on registered marks and 54 
per cent on credit marks. 

The lack of exchange in Germany as well as elsewhere 
has led to a great development of exchange clearing and 
compensation agreements between different nations with 
approximate international bartering. While such agree- 
ments are about the only means of carrying on foreign 
trade at all between some countries, the tendency is to re- 
duce the total amount of trade, as the idea is to balance ex- 
ports and imports between the countries participating, with 
the obvious result that the volume of trade falls to the level 
of the country exporting less. Moreover, the balancing 
calculations rarely work out in practice, and the exporters 
in the country with the surplus find themselves so delayed 
in getting their cash that they become disgusted. For in- 
stance, up to December 10 French exporters had 503,530,- 
000 francs of German credits tied up in the French com- 
pensation office because French importers had no French 
funds there to offset them. As these balancing agreements 
absorb most of the available exchange, little, if any, is left 
for settlement of imports from the United States and other 
countries not included in them. And still the world does 
nothing to restore the freedom of trade. 


* * * 


Cheap Money 


Something or other is always setting a new high or a 
new low in this country, usually without appreciable effect 
on the daily lives of most of us. The latest all-time record 
has been chalked up by the call money rate on the New 
York Stock Exchange, which, with the removal of the 
long-maintained artificial peg at 1 per cent, has dropped to 
V4 of 1 per cent. So what? Well, if you are a speculator 
you may be able to argue your broker into reducing his 
interest rate to you from 4 to 3 per cent. If you merely 
wish to borrow from your bank you had best forget the 
whole matter, unless you possess gilt-edged collateral. You 
will continue to pay 6 per cent on your mortgage. In 
other words, money is cheap and plentiful—but try and 
get it. 

Short-term interest rates are now the lowest ever re- 
corded in this country. This is partly the result of a 
studied “easy money” policy pursued by a borrowing Gov- 
ernment through the Federal Reserve System, but also a 
reflection of the workings of our old friends supply and 
demand. Supply is large. Demand, except on the part 
of the Government, is abnormally small. Thus Secretary 
of the Treasury Morgenthau is able proudly to assure us 
that it is costing us no more in annual interest to carry a 
national debt of $28,800,000,000 today than it cost to 
carry a much smaller debt in 1925. Perhaps you can take 
comfort in this achievement—if you forget the little 
matter of ultimate repayment of the principal and if you 
also forget that the debt will be much bigger a year or two 
hence. 

Experience to date offers very little support for the 
theory that cheap money is a business stimulate. On the 
contrary, it is prima facie evidence of a continued business 
depression and a continuing lack of confidence. We will 
be better off when a revival of the speculative instinct in 
business and capital puts interest rates somewhat higher. 
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Dammed-Up Money Breaks 


the Jam at Last 


Low Interest Rates Fostering Corporate Fi- 


nancing—TInvestors Should Watch Call Prices 


By J. S. Witirams 








tary of the Treasury the 
financial “‘log-jam” has 
broken at last. And it 
really does seem as if there were 
more concrete reasons for mak- 
ing this statement than many 
other predictions and interpreta- 
tions that have come out of 
Washington. Government  re- 
financing has been proceeding 
apace and corporations have now 
done enough along the same lines 
to warrant the conclusion that 
easy money is beginning at last 
to exercise its normal influence. 


aay of tte to the Secre- 


deen 


them squarely.” 


“It is possible perhaps that the present 
extreme ease in money rates, the difficulty 
of obtaining anything approaching a rea- 
sonable return based on old standards, is 
not fully realized by investors who do not 
keep closely in touch with the situation. 
It is most important that they do so, for 
one of these days it is going to rise and hit 


15-year first mortgage 33s at par 
and the new bonds are now 
quoted (w. i.) ata premium. The 
move will save Swift in the neigh- 
borhood of $600,000 annually, or 
almost exactly 10 cents on each 
share of common stock outstand- 
ing. There were, of course, ex: 
penses in connection with the new 
issue, but strangely, in view of 
what had been said so often of 
the new security laws, it was 
stated officially that the expense 
and time in registration were no 
more than they would have been 








Since the Government began 
the program early in 1934, it has 
succeeded in refunding approximately five billions of debt, 
substituting therefore bonds bearing a lower coupon rate 
with savings in interest charges of about $65,000,000 
annually. An additional three billions in bonds has been 
called and when this refinancing is completed successfully, 
as it undoubtedly will be, savings in interest charges will 
amount to about $35,000,000 more. 

While it is undoubtedly a good thing from the taxpayers’ 
standpoint that the Government be enabled to make such 
savings, its effect upon institutions and individuals de- 
pendent upon the income from these securities is less 
clearly beneficial. Virtually, they are having their incomes 
cut forcibly and very substantially. Nor is it only in the 
case of Government securities that this is happening to 
them; the path blazed by the Government is being followed 
by corporations with alacrity. Bonds are being called now 
in greater volume than at any time since the boom days 
f 1928 and 1929. At that time, they were redeemed 
with the proceeds derived from additional issues of common 
stock; today, they are being redeemed either with the 
proceeds derived from similar bonds but bearing a lower 
rate of interest, or with money borrowed from banks on 
short-term. In the month of March some $112,000,000 
of corporate bonds were refunded and hundreds of millions 
more are under consideration. 

Among the most important flotations made so far was 
one by Swift & Co. This company is to call for redemption 
(stockholders assenting) about $24,000,000 of 5% notes 
due in 1940 and approximately $20,000,000 of 5% first 
mortgage bonds due in 1944. To provide the money the 
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in the same circumstances ten 

years ago. Registration costs 
were about $150,000, but even more moderate relatively, 
was the $172,000, paid to the selling agents of the issue. 

It will be noted that the term “selling agent’ was used 
rather than “underwriter”. This is because Swift's 
financing was something of a novelty in American financial 
practice. There was no “underwriter” as such; no bankers 
or group of bankers paid the company a lump sum and then 
went about peddling the issue to their customers. The sell- 
ing agents acting merely as order takers, will obtain 4/10ths 
of 1% for their trouble and will turn over to the company 
the money as they get it. While it may be that lesser 
companies will not be able to follow this practice, it 
certainly seems a sensible and inexpensive way of financ- 
ing for all who can do it. 

Unlike holders of Swift’s bonds, holders of the $35,000,- 
000 divisional first lien and general mortgage 4% bonds 
of the Norfolk & Western Railway have been given no 
chance to continue their interest in the company, even on 
the basis of a lower return. The railroad has called these 
bonds at 105 and proposes to redeem them in a manner 
which has become very popular in recent times. Being a 
rich road with adequate, not to say handsome, earning 
power, Norfolk & Western’s credit is of the very best. 
It will have, therefore, no difficulty whatsoever in negotiat- 
ing a $10,000,000 bank loan and with this loan and its 
own resources it will pay off the $35,000,000 bond issue. 

As has been said, this replacing of long-term debt either 
wholly or partially by bank loans has become very popular. 
Last February, the Socony-Vacuum Corp. retired some 
$28,000,000 in 444% and 5% bonds and borrowed 
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company will sell $43,000,000 of 
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$27,000,000 of the money from the banks on loans matur- 
ing semi-annually with a substantial saving in interest 
charges. Standard Oil (New Jersey) benefited similarly 
when it redeemed a $90,000,000 5% debenture issue, the 
retirement being financed by $45,000,000 in bank loans, 
$37,000,000 in serial debentures sold privately, and the 
balance from its own resources. Incidentally, this company 
lias declared its intention of registering under the Securities 
Act of 1933 the stock which is to be distributed under the 
employees stock purchase plan and, because this registration 
would merely have to be brought up to date in the event 
that the company wished to sell some new securities, it 
means that the company will have put itself in a position 
to refinance its bank loans whenever it wants. 

While still on the subject of oil companies, it might be 
noted that the Texas Corp. is actively engaged on a pro- 
posal to retire $90,000,000 of its own 5% debentures and 
about $10,000,000 additional subsidiary debt. It has been 
rumored that this retirement would be financed entirely 
by means of bank loans, but no official statement has been 
forthcoming. Consolidated Oil also is expected to refund 
either by bank loans or new securities some $29,000,000 
in 7% bonds and some $16,000,000 in 644% bonds. In 
addition, it might be possible for this same company to do 
something about its 8% preferred stock which is currently 
selling fractionally above the call price of $110 a share. 

Despite the fact that the utilities have been under a 
fierce political fire and that unquestionably as a class 
neither public utility stocks nor bonds enjoy quite their 
former investment esteem, some enormous utility refund- 
ings are in the wind. The Southern California Edison Co. 
will offer shortly $73,000,000 of 334% refunding mortgage 
bonds, the proceeds to be used in the retirement of about 
half its funded debt on which 


As for industrials, United Biscuit recently sold a $5,000,- 
000 issue, part of which actually represented new money 
and therefore possibly was more significant than operations 
that are solely refunding. American Rolling Mill has a 
plan to sell $25,000,000 of convertible bonds which are to 
bear a coupon rate of not more than 412%, the money to 
be used largely in the retirement of existing debt. Armour 
is yet another company that may shortly reduce the burden 
of carrying its $89,000,000 debt, on a large part of which 
it is paying interest at 52%. 

Although the companies mentioned as having carried out 
refunding operations, or are about to carry them out, is far 
from a complete list, enough has been said to show the 
clearly defined tendency of the times. Assuming that the 
tendency continues, as there is every reason to believe 
that it will do, it will have an important bearing both on 
industry and also on the individual investor. In its broad 
sense, the movement must be considered constructive. Com- 
panies which are enabled to refund their debts at a lower 
rate put themselves in a safer position; should there come 
sometime in the future a severe business slump their posi- 
tion has been made less vulnerable. It follows also that 
the position of all the “non-refunded” securities has been 
enhanced; other bonds of the same company have been 
strengthened, while the common stock’s equity has been 
enlarged. As an interesting passing thought it might be 
noted (although we are not at this stage yet) that a number 
of railroads, if they could only refund their debt on a 334% 
or a 4% basis, would be out of the “red” and showing 
earnings on their common stocks. Perhaps the Govern- 
ment could take a hand in this situation. 

It is apparent, therefore, that to certain classes of in- 
vestors the refunding movement is highly beneficial. These 
are the holders of - common 
stock and the holders of non- 





the company is currently pay- 





ing interest at 5%. A saving 
of 1%9% on $73,000,000 is 
something in excess of $900,- 
000 a year—a very substantial 
amount even when propor- 
tioned on the basis of the 
3,000,000 odd shares which 
the company has outstanding. 
Another West Coast utility, 
Pacific Gas & Electric, recent- 
ly marketed a $45,000,000 
4% issue. As a contrast to 
Swift’s financing these bonds 
were underwritten in the 
usual way, the underwriting 
commission being 3%. The 


. ° ” 
money will be used to retire inflation. 


“Call money in New York at one-quarter of 
1% a year, long-term Governments carrying a 
2%% coupon selling at more than 101, corpora- 
tions having no difficulty selling fully taxable 
bonds with a 334% coupon at par; the direction 
in which we are headed is obvious—it is toward 
still easier money and still lower investment 
return, a state of affairs which will not be in- 
terrupted until there is a great and sustained 
increase in business activity, with or without 


callable bonds and preferred 
stocks. However, for those 
that are involved directly— 
i. e., those that own the bonds 
being called — the story is 
quite different, for they are 
merely having their incomes 
cut. There is, in addition, a 
class that is being hurt in- 
directly. Owners of savings 
bank deposits and insurance 
policies, which are largely 
backed by high-grade bonds, 
are finding, and will continue 
to find, that they are being 
affected adversely. 

The bona fide, long-term 
investor loses every time one 





next June at 105 approximate- 


of his bonds is called and there 





ly $44,600,000 first and re- 
funding bonds which were not 
due until 1952, but on which the company was paying 
interest at 54%. Consolidated Gas, Electric Light & 
Power of Baltimore has arranged for the sale of $10,440,- 
000 25-year 334s at par and is going to use the money 
to redeem a 434% issue at 105. Commonwealth Edison 
is reported to be contemplating the replacement of $17,500,- 
000 of 54s with bonds bearing a coupon of only 334%. 
The American Telephone & Telegraph Co. is said to be 
working less with the idea of refunding its bonds than it 
is with the possibility of replacing some of its high-rate 
subsidiary preferred stock. There is, for example, a $7 
preferred issue of the Southwestern Bell Telephone Co., 
a 614% preferred issue of the Pennsylvania subsidiary 
and a 6!4% preferred obligation of the New York subsidi- 
ary, all of which are callable and selling at premiums. 
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is nothing he can do about 
it, at least there is nothing he can do so far as the issues 
actually called are concerned. Aside from the fact that a 
called bond usually sells at a substantial premium and loses 
it all as soon as notice of the call goes out, he will discover 
it to be absolutely impossible to buy a bond of the same 
quality as the old one and receive the same yield. He must, 
therefore, content himself with a lower return, or make 
a sacrifice in the quality of the investment; there is no 
alternative and it is useless to look for one. While it is 
possible at times to make a sacrifice of quality profitably, 
generally speaking the preferable course is to accept a 
lower return and maintain quality. 
Yet, if nothing can be done by the investor after his 
bonds have been called, it is certainly not too late to see 
(Please turn to page 45) 
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HE Macazine oF WALL Street's Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 
Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 
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by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 





Railroads 
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Yield to COMMENT 
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Atchison, Topeka & Santa Fe Ry. 
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a ee 810 152 1.3 1.5 NC 109 8.6 Of the highest grade. 
Adjustment 4s, 1995. .................0- 310 51 1.8 1.5 NC 102 $3.9 Junior to issue above, but still high grade. 
Conv. Deb. jf aaa 310 28 1.3 1.5 102 ’38* 106 3.9 Good bond, tho net mortgage secured. 
California-Arizona ist & Ref. 4}4s, 62.... 310 83 1.3 1.5 110 110 3.9 High grade. . 
Transcontinental Short Line 4s, 1958...... 310 23 1.3 1.5 110 109 8.4 Underlie Gen. 4s. Of the highest grade. 
Chicago, Milwaukee, St, Paul & Pac. R. R. . 
Gen. “A” 4s, 1989...... sa .. 478 150 7 .6 NC 42 9.5§ No more than fairly strong. 
50-yr. a Se, 1076....... .. 478 106 7 6 105° 11 vam Preparing revamping plan. 
Conv. Adj. “‘A” 5s, 2000................. 478 183 .6 105 3 Kae Junior to two issues above. Speculative. 
re ior sega NC 43  11.6§ Second grad 
en. 5s 156 5 .6 econ: e. 
1st & Ref 4\%s, 2037 100 5 5 NC 17 26.5§ Junior ie uaee above. Dec., ’34 int. paid. 
Conv. bey | *, Ts sk 72 5 6 -~ 10 - 5's — ronpoy -. reg May interest. 
ecur s, 3.1. 15 5 5 Cc 50 138. ecur Vv en. 5s. 
Milwaukee, Sparta & N. W. 1st 4s, ’47.. 15 5 5 NC 40 10.0$ moored at a high rate per mile. None 
t. Louis, Peoria & N. W. 1st 6s, 48... . 10 5 6 NC cee es too strong. 
Cin. Union Terminal ist “A” 414s, 2020..... 36 36 10714* 110 4.1 Coes ae the <7 . o., ~~ = & Ow 
orfo estern and Pennusylv: 
Lehigh Valley R. R. 
eres obec ds pocies eves 92 5 6 + 2p Better grade investment. 
Cons. 6s, irredeemable.................. 92 13 6 7 NC see unior to issue above. 
ESCM, SIORE MR, OOB so oson0ccccccccccccce 92 98 6 > NC 86 11.1§ Junior to two issues above. 
Lehigh Valley Ry. 1st 44s, 1940......... 92 15 6 % NC 94 5.9 Good grade bond. 
Lehigh Valley Term. Ry. 1st 5s, 1941...... 92 10 6 BS NC 106 3.8 Well protected. Better grade. 
Lehigh Valley Har. Term. Ry. ist 5s, 1954 92 10 6 ei 105 °44* 98 5.2 Good, sound bond. 
New York, N. H. & Hartford R R. 
ad & Ref. ang Pag FPR peLeaUssseseenee 4 84 7 ef 4 "37* 4 3.44 teres, a eeeey secured. Dec. int. paid. 
on-conv. Deb. 4s, 1956................. 2 50 : é ov. int. paid. 
Se occ Saacecsssceacnieaw 256 16 ms A 105 52 =11.5§ —"s 4 —<* ee ist & Ref. 
S. int. paid. 
OT EP OR <5. ccesencpcnnessce 256 39  f — NC 84 17.7§ Jan. ’36 int. paid. . : 
a Pa 256 15 A wv NC 19 21.1§ nsecured by mtge. Nov. ’34 int. paid. 
*Harlem Riv. & Port Chester ist 4s, 1954... 256 15 A a NC 90 4.8 Better grade investment. 
Central New England ist 4s, 1961........ 256 13 ef A 105 52 8.7 S 
New England R. R. Cons. 45, 1945........ 256 18 ef 7 NC ise eee © Second grade. 
Guaranteed 
N. Y., West. & Boston 1st 44s, 1946...... es 19 110 19 28.7§ Jan. ’35 int. paid. 
Reading Co. ‘ 
Gen. & Ref. “A” 44s, 1997.............. 186 76 1.7 1.6 105 106 4.2 Better grade. 
Jersey Central Coll. 4s, 1961............. 136 21 1.7 1.6 105 100 4.0 Collateral is valuable. Good bond. 
** Washington Terminal ist 84s, 1945...... , 12 NC 104 3.1 Guaranteed by B. & O., etc. High grade. 
e e - 
Public Utilities 
American Telephone & Telegraph Co. : 
Collateral Trust 5s, 1946................. 1039 66 6.6 6.0 105 108 4.1 Of the highest grade. 
i: 2 eee eee 1039 388 6.6 6.0 110* 112 4.3 Strong bond, though not secured by mortgage. 
Bell Telephone of Pennsylvania 
SO Aa ad Se As 97 85 1.9 2.3 100 ’57 121 3.7 High grade. 2 
Central District Tel. ist 6s, 1943.......... 97 9 1.9 2.3 105 109 3.7 Assumed B. T. of Pa. High grade. 
Commonwealth Edison ist “F’’ 4s, 1981..... 195 175 1.8 1.9 105* 102 3.9 Better grade. 
Duke Power ist & Ref. 44s, 1967.......... 62 40 2.4 2.0 10414° 107 4.1 Better grade investment. 
Duquesne Light ist “A” 4's, 1967......... 70 70 4.2 4.0 104 106 4.2 High grade. Reported to be contemplating 


refinancing this debt. 
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funded a & = times earned ft Price 
Company debt - A A Yield to COMMENT 
(mil’ns) (mil’ns) 1933 1934 Call? Recent Maturity 
Florida Power & Light Co. 
EM clans o6 a:ajo's ealaevies sedeaw rics 74 52 1.1 1.1E 103%* 74 7.6 Small margin over charges. Second grade. 
See RINE Ci 5, see Vans diiels's Ve-acaniee 74 22 ee Sf eee olen ... All owned by Am. Pwr. & Lt. 
Gulf States Utilities ist & Ref. “‘A” 5s, ’56.. 20 20 af 105* 100 5.0 Entitled to a good rating. 
Interstate Power Co. (Del.) 
oo i, SA Cer eer rrr 36 29 1.2 1.1E 104* 68 8.1 None too strong. 
DORIC RMR a cis wleckcssinios 6 aists's ow-s.ess 0/0 36 8 1.2 1.1E 104* 46 13.0§ — oe secured and junior to issue 
above. 
Louisiana Pwr. & Lt. 1st 5s, 1957. 18 18 1.9 1.9E 10434* 96 5.3 Medium grade. 
Louisville Gas & El. ist & Ref. “A” 5s, 1952. 31 27 2.5 ec 110* bE | 4.1 Better grade. 
Minn. Pwr. & Lt. ist & Ref. 44s, 1978.. 35 29 1.5 10134 * 87 5.3 Reasonably strong. 
Montana Power Co. 
Ee” es 46 29 1.6 1.5E 105 104 4.4 Good bond. se cath 
Joye SU eee 46 13 1.6 1.5E 104* 79 6.7 Junior to issue above and prior liens thereto. 
New Orleans Public Service, Inc. 
DAME tel, ES Oy AONB eins ce cticecesens 54 30 1.2 1.1 104* 69 8.2 Second grade. 
Rs PGE TF RSI a oie 556s ca wecee DS e¥ a eas 54 12 2 23 105 80 5.6§ Proposing a payment of 10% in cash and 
balance extended to 1942. 
New York Edison 
ist Lien'® Ret. “BY Be, 1008 ..06 oissiescses 123 85 4.4 3.3 105* 108 4.0 High grade investment bond. 
A Y. Gas & El. Lt., Heat e Rei: 1st 5s, 1948 = 15 4.4 3.3 NC 121 3.0 ; Assumed by New York Edison 
Oe ee aa eee 21 4.4 8.3 NC 112 2.9 Gilt-edged. 
Niagara, Lock. & Ont. Pwr. 1st & Ref. 5s,’55. 25 19 “7 1.7E 105* 107 4.5 Better grade. 
Northern States Power Co. (Minn.) 
a ho Gay dl Ss | aaa ee 99 99 2.2 2.0 105* 106 3.8 Better grade investment. 
Sg RE odie 5 xc Gis win 4 sh: wredibidie Supe a 99 55 2.2 2.0 105* 100 4.5 Almost equivalent security to issue above. 
Penn Central Lt. & Pwr. 1st 44s, 1977...... 28 28 1.8 1.8E 105° 95 4.8 Good bond. ; é 
Std. Power & Light Deb. 6s, 1957...... . 481 24 1.1 sie 105* 86 16.7§ Second grade. Feb. ’36 int. paid. 
West Texas Utilities 1st 5s, 1957... 25 25 1.2 1.2 103* 71 7.8 Second grade bond. 
e 
Industrials 
Aluminum Co. of America Deb. 5s, 1952..... 35 34 ‘ iene 105° 106 4.56 Real caliber difficult to ascertain, but prob- 
ably good grade. res 
American Radiator Deb. 44s, 1947......... 11 10 1014%* 105 4.0 Company does better. Bond is high grade. 
American Rolling Mill Co. 
ORV, t0tes OS, 22.28.88 oi... 6 cevicecee . 40 13 Pd ‘ 102\%* 103 4.8§ Will probably be called. 
Se ID oe srtara Wea Sasha ado ses.e 40 24 av ‘ 103* 97 5.3 Upturn in business improves caliber. 
Bethlehem Steel Corp. 
10-Yr. 4148, 1935 /1941..............0- 121 7 def 23 NC a ... . Tho unsecured by mortgage are better grade. 
Midvale Steel & Ordnance _ 3.1.36.. 121 31 def | 105 103 2.0 ade: 
Beth. Steel Co. ist & Ref. 5s, 1942.. 121 24 def 1.1 105 107 3.8 ( Strong bon 
McClintic-Marshall Coll. Tr. bis, 1935/’37. 121 6 def re | 102% : Better grade. 
Pacific Coast Steel 5s, 1935/1940......... 121 7 def 1.1 100 ‘ Good issue. 
Bethlehem Steel Co. P. M. 6s, 1998.. 121 8 def > | NC ee ae t 
Bethlehem Steel Co. P. M. & Imp. 5s, 7.1.86 121 23 def oe! 105 104 2.9 / Better grade. 
Goodrich (B. F.) Co. 
BIE I I has 6c 615) 518/400 050 0ie cto bw. 6 0 38 18 1.0 2.0 107 109 5.5 Now better grade. 
Conv. Deb. 6s, 1945..................--- 38 20 1.0 2.0 105° 96 6.5 Junior to issue above. 
National Dairy Products Deb. 544s, 1948.... 70 70 2.7 2.7 1034* 104 4.8 Industry’s condition is now more settled. 
Bond is entitled to a good rating. 
*Remington-Rand Deb. “A” 514s, 1947.... 18 18 2.2c 104* 103 5.2 cYear to 3.31.34. Company strong finan- 
cially and doing better. 
Texas Corp. Deb. Ge, 1046. ...«-0..<205008wes 100 90 1.0 2.0 1014* 103 May be redeemed shortly. 
Short-Term. Issues 
Due date 
**x Atlantic Refining Deb. 5s................ 7.1.37 14 10.1 8.6 NC 107 2.0 Better grade investment. 
Buffalo Gen. El. ist Ref. 5s.............. 4.1.39 7 2.1 2.2E 105 wile ste High grade bond. 
California Gas & El. Un. & Ref. 5s....... .11.1.37 9 2.0h 2.ih 110 108 1.9 hEarnings Pac. Gas. High grade. 
*xChicago Gas Light & Coke 1st 5s......... 7.1.37 10 1.4k 1.2% NC 105 2.6 kEarnings —_— Gas. Better grade in- 
vestment. 
Se i MR vdiccnexdalcctsectusans we ey 28 def 1.6 103% 104 8.3 Better grade issue. 
New York Telephone ist & + 4lés.....11.1.39 61 4.6 6.8 110 111 2.3 Gilt-edged. 
Pacific Tel. & Tel. ist & Coll. 5s.......... 1.2.87 26 4.0 4.5 110 107 1.5 Of the highest grade. 








minority interest, etc. 
whole or in part at gradually decreasing prices, 





slight risk may be taken in order to obtain a higher return. 


+ Fixed charges times earned is computed on an “over all” basis. 
rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends 


t An entry such as 105 738 means that the bond is not callable until 1938 at the price named. 
** Our preferences where safety of principal is predominant consideration. 


In the case of a railroad the item includes interest on funded debt and other debt, 


§ Current yield. E Estimated. 


_ Indicates that the issue is callable as a 
* Our preferences where some 








for APRIL 27, 1935 











The Trend in Leading Commodities 


Lower Consumption and Large Supplies Mili- 
tate Against Coffee Prices — Hides, Shoes 
and Manufacturers’ Profits Look Higher 


NE of mankind's ineradicable 
tendencies is that of uncon- 
scious, involuntary imitation. 
Take the example of coffee. The read- 
er may recall the press comments ap- 
pearing when Brazil first inaugurated 
her valorization scheme, intended to 
hold the price of coffee at a level that 
would better repay her planters, and 
the editorial jeers that arose when de- 
struction followed accumulation in 
logical sequence. Brazil’s national 
financial structure was strained and 
twisted. Government agencies accu- 
mulated coffee, and we may cite here 
the economic law that is always pres- 
ent and in this situation became im- 
mediately effective: “To assuage or 
_ alleviate the effect of economic action 
is to augment its cause.” The instances 
in which the law has proved its inex- 
orable character are too numerous to 
mention, but coffee is one and Brazil 
has been collecting an export tax on 
coffee to produce revenue to buy cof- 
fee to be destroyed. To such madness, 
do man’s attempts to circumvent eco- 
nomic law lead a whole nation. 
The situation in Brazil is peculiar. 
It is fascinating to imagine 


By C. S$. Burton 


cotton fields. He sees a great country 
of the North join the circle of the 
dance in which Brazil led. He sees 
Brazil lose a large part of her market 
tor her coffee while she tries to be- 
come a producer of cotton for the 
world markets at the same time. 

We do not know what terms the 
Martians use for “haywire” but what- 
ever it is that is how he expresses him- 
self, and his natural conclusion is that 
the nations of the earth are incurable 
copy-cats. 

Brazil has been cutting down ex- 
ports to keep up coffee prices for near- 
ly five years. The coffee destroyed has 
amounted to some 35,000,000 bags, 
4,512,000,000 pounds, more _ than 
enough to serve the entire world for 
eighteen months. During 1934 the 
destruction was 1,093,000,000 pounds. 

Perhaps there is some sort of a here- 
after for commodities where Farm 
Board wheat, burned-up coffee, buried 
pork chops, hams and spare ribs may 
foregather at some celestial barbecue 
with 12-cent loan cotton woven into 
heavy duck for a “big top.” What a 
procession filing by. “The ham what 


am,” “Eventually, why not now,” 
“Good to the last drop” and “King 
Cotton” at the head. 

However, seriously, to all things 
there must come an end, and apparently 
Brazil is about to write finis at the 
foot of her last chapter on coffee cur- 
tailment. Insofar as any attempt is 
made to obtain a foothold in the world 
cotton market at the expense of any 
prestige or command in coffee, it is to 
be hoped in the interest of sound busi- 
ness that Brazil will abandon it. 

If we are to lose our dominant place 
as cotton planters for the world we 
shall have none but ourselves to hold 
responsible. We saw Colombia grab 
a share of the coffee trade while Brazil 
held the umbrella over her planters. 
If we see fit to do likewise, we should 
know what to expect. 

A bag of coffee has a fixed weight, 
like the 478 pounds presumable net 
weight of a bale of cotton. The cof- 
fee bag is calculated to be 132 pounds. 
The world use of coffee runs about 23,- 
000,000 bags per year. As we buy 
our coffee by the pound the latter car- 
ries more significance. Weighed so, 

the world consumes each 





a Martian onlooker, with 
magic binoculars, survey- 
ing our planet. Brazilian 


COFFEE 


year more than 3,000,000,- 
000 pounds—what a string 
of urns, percolators, pots, 





coffee planters carefully 
harvesting and drying the 


berries to be burned, while 1, See 


growers from Colombia, 
Guatemala, Mexico, Salva- 
dor compete for the favor 
of consumers heretofore 
wont to be quite content 
with coffee from Brazil. 
The Martian, being ration- 
al, gives up the puzzle and 
shifts his glasses only to 
see cotton planted and 
plowed up, lands forced to 
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breakfast cups and demi- 


tasses that signifies. In Rio 
they drink it thick and 
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| black like the Turkish brew. 





On the pampas of the Ar- 
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t- gentine next door to the 
| coffee plantations they drink 
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\ maté and eschew coffee. 











The present market posi- 
tion of coffee is exactly true 














to form. The trade anti- 











lie fallow, pigs and cattle 





cipating relaxation of re- 


4 strictions has taken a wait- 


| ing attitude—the consumer 
| | exercising his prerogative. 





slaughtered to be buried. 
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Prices have declined with- 








He turns back to Brazil to 
see a huge effort made to 
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in striking distance of all 
time lows, both price and 








turn coffee plantations into 
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tural reaction. Farm Board wheat be- 
haved exactly the same way. There 
is little sign of substantial price re- 
covery. 

The crop year in coffee begins with 
July 1. For the nine months ending 
March 31 exports dropped, abroad 
some 35!4%, in the United States some 
14.6%. Europe took 3,552,000 bags 
against 5,511,000 during the same pe- 
riod last year. Shipments to our own 
ports totaled 5,788,000 bags against 
6,781,000 bags for the same nine 
months, a year earlier. 

In the attempt to create scarcity, the 


The factors which enter into the 
market for hides are, first, cattle popu- 
lation; second, boot and shoe produc- 
tion, and meat consumption. In talk- 
ing of hides, it is always understood 
that cattle hides are meant, pigskin, 
of which certain styles of saddles are 
made and horsehides of which cordovan 
shoes and the legs of riding boots are 
made, are something else. Hides are 
cattle hides and leather is cattle hide 
leather unless otherwise specified. It 
is seen, then, that hides are in fact a 
by-product of the meat packer. The 
innumerable uses of various leathers, 
book bindings, handbags, luggage, 
pocket books, require comparatively 
small amounts of raw ma- 


situation has been made worse instead 
of better. World stocks of coffee— 
carryover—at the end of the crop year 
are estimated to total just about one 
years world supply. Stimulation of 
other coffee planters outside of Brazil 
makes for larger crops, so that crop 
and carryover is figured to run to pos- 
sibly 53,000,000 bags—crop, 30,000,- 
000, stocks 23,000,000. Brazil did not 
have a processing tax; she imposed an 
export tax of 15 shillings or about 
$3.50 on each bag. Naturally this 
created a differential of which Colom- 
bia, Salvador and other mild coffee 


Hides Point Higher 


Indians were highly successful tanners. 
Tanners have searched the forests of 
the world to find barks and woods, 
shrubs and leaves from which tannic 
acid can be extracted—gambier from 
the Dutch East Indies, quebracho from 
the Chaco of the Argentine and Para- 
guay. Sometimes you may see a man 
scanning the ground where the neigh- 
bors walk the dog. Canine excreta has 
qualities. These scavengers get from 
50 cents to $1 a pound for what they 
gather and it goes to tan the finest of 
kid glove leather. 

Our demands for leather greatly ex- 
ceed in ordinary times the supply avail- 
able from the cattle killed for meat. 





growers endeavored to make the very 


most. Coffee prices — world trade 
prices—are low, but the endeavor to 
inject “economic planning” into the 
channels of world trade created a 
statistical position that apparently will 
be hard to overcome. 

The present price of Santos 4s, the 
basis for trading in futures, in the spot 
market, is around 7.85 cents. The 
prima donna among the coffees is 
Mandhelling which comes from East 
Indies and brings 25 cents or more in 
the wholesale spot market. Java can be 
had at 19 and Mocha around 14 cents. 


total visible all cattle hides and leathers 
—than at any time since 1926. Nearly 
18 million hides, stock enough to carry 
us for more than a year. This is not 
so serious a condition as one would 
think, it being put in this way. There 
is a surplus stock of hides, it is true, 
but under ordinary circumstances stocks 
on hand, in process all the way from 
the wetted hide, just immersed in the 
vat, to leather just moving into the 
factory make up some nine months’ 
supply or absorption to use the word 
by which the trade designates the final 
consumers’ use of leather. 

While there are surplus hides to be 
absorbed, we have at the same time a 
very serious decline in cat- 
tle population, which in 





terial, but a great deal of 
labor and in many, many 
uses of leather other mate- 
rials compete. There are 
probably a dozen different 
kinds of beltings pushed to 
displace every leather belt 
that still turns a wheel. 
Farm boys, whose fathers 
wore high leather boots, 
wear felt boots with a heavy 
rubber overshoe. Thus 
relatively more and more 
hides go to the shoe fac- 
tories of Lynn, of St. Louis, 
Endicott City and the tan- 
ning processes are speeded 
up as compared with the 
methods of a generation or 
two ago. 3 
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turn means increased im- 
ports to be paid for with 
a 59-cent dollar. In 1934 
cattle population was 
cut down by some eight or 
nine million heads. As this 
is written, dust storms in 
the Middle West are still 
further depleting the sup- 
ply. It is slow work build- 
ing up herds. Long before 
we can expect a normal 
volume of hides from our 
packers, present stocks will 
have been absorbed, our 
imports on the increase, and 
prices for hides far higher 
than today. Likewise we 
may look forward to pay- 


ILig3sJ ing more for our shoes. 





It is often emphasized t 





1933 1934 





Hides reached their high- 





that the first art acquired 
by primitive man had to do 
with the spinning and weaving of 
fibers, but even before that, prehistoric 
man had learned something of the art 
of tanning, enough to treat the furs 
or skins in which he wrapped himself. 

None of the primitive industrialists 
held higher place than the tanner and 
the worker in leather. Cleon, with 
whom Aristophanes carried on his bit- 
ter feud, was a tanner. Our American 
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The drought of last year caused mil- 
lions of cattle to be killed to avoid 
death from thirst and starvation. The 
result was a premature glut of hides 
which instead of coming along in the 
usual volume over months of time had 
to be disposed of—go into “stocks”— 
under pressure of emergency. 

At the end of the year there were 
a greater number of hides in stock— 


est price in recent years in 

1928 when “Green Salted Packers 
light native cows in Chicago,” as the 
usual trading counter is described, av- 
eraged 22.63 cents per pound over the 
year. In 1932 this price got down to 
a low of 5.62 cents, while for 1934 the 
twelve-month average was 8.58 cents. 
Our production of boots and shoes, 
excluding rubber, runs about 350 mil- 

(Please turn to page 45) 
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GENERAL FOODS 





Giants in Packaged Foods Compared 





STANDARD BRANDS 





Similarities and Differences of Interest to Investors 


By Joun D. C. WeELDon 





WO large family fortunes 

were made out of the 

original foundations of 
General Foods and Standard 
Brands, respectively, long before 
the public was let in as share- 
holding partners. Yet each en- 
terprise proved solidly founded, 
despite ambitious expansion in 
the late boom years, and each has 
continued to yield a respectable 
and relatively stable stream of 
profits. Today they are the two 
giants in the field of trademarked, 
packaged foods of premium qual- 
ity—striking examples of what 
can be done with effective mer- 
chandising and relentless national 
advertising. 

While neither company re- 
ports sales or profit margins, the 
reported figures of net profit and 
gross profit from operations indi- 
cate a business running in the 





hundreds of millions. Standard 


MILLIONS OF DOLLARS 


— GENERAL FOODS CORP. 


STANDARD BRANDS, INC. 


Net EARNINGS 





9 
‘T| COMPARED 
6 
5 


1929 = 1930193! 1932 19331934 


“Diamond” crystal salt, “Hell- 
mann’s” mayonnaise and dress- 
ings, “Calumet” baking powder, 
“Baker’s” cocoa, chocolate and 
cocoanut products, “Sanka” cof- 
fee, “Log Cabin” syrup and 
“Minute Tapioca”. 

Moreover, General Foods has 
an apparently promising ace-in- 
the-hole in its ownership of 
‘Frosted Foods”, a quick-freezing 
process which preserves the flavor 
of meats, fish, fruits and vege- 
tables. This is now reported to 
be emerging rapidly from de- 
velopment stage. The primary 
problem in this unit, aside from 
the task of educating the public 
to buy frozen foods, was the cost 
of the necessary retail store 
equipment required to keep such 
foods at low temperatures. 

The company now states that 
an improved low-cost retail re- 
frigerated case became available 








Brands last year had a gross profit 
of $44,555,097, and General 
Foods a gross profit of $37,874,226. 
As one would expect from the nature 
of the business, selling and administra- 
tive expense, including heavy advertis- 
ing appropriations, is large for each, 
amounting last year to $28,619,698 for 
Standard Brands and to $25,331,950 
for General Foods. 

The net income of Standard Brands 
was $13,878,021. That of General 
Foods was $11,143,875. It would ap- 
pear from the figures that the two are 
fairly evenly matched competitors. Yet 
there are some very important differ- 
ences between them that no investor or 
potential investor can afford to overlook. 

Standard Brands is the outgrowth 
of the old Fleischmann’s Yeast busi- 
ness, whose strong feature, in addition 
to the leading trade position of its 
major product, was a far-flung distrib- 
uting system. It was upon this estab- 
lished distributing system that today’s 
expanded line of food products was 
grafted. These include “Chase & San- 
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born’s” coffees and teas, “Royal” bak- 
ing powder, “Royal” deserts and 
“Fleischmann’s” gin, the latter an old 
product of the original company re- 
stored to prominence by the repeal of 
prohibition. 

Despite the size of this enterprise, it 
is to be observed that the range of ma- 
jor products is relatively small. It is 
to be further observed that “Fleisch- 
mann’s” yeast, for the housewife and 
the baker, remains the heart of the 
business and the source of the bulk of 
the profits. 

General Foods is the greatly ex- 
panded version of the old Postum Co., 
of “Instant Postum”, “Grape-Nuts” 
and “Post Toasties” fame, but its pres- 
ent line of some eighty food products 
is both more extensive and better di- 
versified than that of Standard Brands. 
Its major products, other than the vari- 
ous Postum offspring, include “Max- 
well House” coffee and tea, “Jell-O”, 
“Swans Down” cake flour, “Certo”, 


to retailers during 1934; and that 
at the close of the year 742 re- 
tail stores were selling “Birdseye” 
frosted food products in New England 
and the Middle Atlantic states, the 
areas where distribution and intensive 
promotion are largely confined at pres- 
ent. In the Syracuse, N. Y., area 
alone there are 103 stores handling this 
innovation in foods. Production fa- 
cilities are being expanded and the 
company states several hundred addi- 
tional retail outlets will be added this 
year. Sales also have been extended 
with promising results among hotels, 
restaurants, steamship and_ railroad 
lines, hospitals, schools, etc., in most 
of the larger cities of the country. 
Both Standard Brands and General 
Foods operate in a field within which 
public demand in the aggregate is rela- 
tively stable, but within which, on the 
other hand, product competition is most 
intense. It is therefore difficult for 
either company to raise prices of its 
products to offset increased labor and 
raw materials costs imposed since New 
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Deal economic policies blossomed into 
full flower. Moreover, with public 
purchasing power still at a depression 
level — although somewhat improved 
from bottom—it is not easy to obtain 
any marked expansion in dollar vol- 
ume of sales of premium foods. Final- 
ly, both companies have been con- 
fronted—along with almost all business 
—with a pronounced rising trend in 
taxation. 

One can only conclude from the 
record that General Foods has met this 
test of difficult operating conditions 
somewhat better than has Standard 
Brands. Its ability to do so no doubt 
has been accounted for in considerable 
part by its better balance of product 
diversification. 

During 1934 General Foods sold the 
largest physical volume of food prod- 
ucts in its history, the previous top 
year having been 1929. The gain in 
sales, together with a successful search 
for all possible operating economies, 
enabled it to squeeze out a slight in- 
crease in profits in the face of substan- 
tially increased costs. Its net per share 
of common stock amounted to $2.12, 
as compared with $2.10 in 1933. 

Standard Brands, on the other hand, 
experienced a profit shrinkage of 9 
cents per share, 1934 net having been 
$1.06 per share, as compared with 
$1.15 per share in 1933. The man- 
agement’s annual report explains this 
decline in two sentences, as follows: 

“Increased costs of both materials 
and labor, as well as other costs inci- 
dental to the various codes. 

“Decreases that occurred in volume 
of some of your company’s products 
had a greater effect on earn- 


cated shrinkage in profit margins is 
in part simply a depression phenome- 
non. It is probable that a return of 
normal public purchasing power and 
a rising price trend would tend to 
widen profit margins once more. 
Nevertheless, that is not the whole 
story. The pressure that competition 
exercises on profit margins also enters 
the current picture. 

There is scant reason to expect that 
such competition will lessen in the 
near future. Neither is there apparent 
reason to expect any significant decline 
in wages, raw materials or taxes. On 
the whole, therefore, one would have 
to be an optimist, indeed, to assume 
that either of these companies is likely 
to recover boom-time profit ratios with- 
in any brief period. 

Standard Brands has retained a 
larger percentage of its 1929 earning 
power than has General Foods, but the 
more significant fact is that the recent 
trend of its profits has been downward, 
while that of General Foods has been 
upward, although at a most modest 
rate. Thus, General Foods net reached 
its lowest point in 1932 and showed 
improvement in 1933 and held the gain 
in 1934. Standard Brands net reached 
a new low in 1934, after having shown 
marked stability at $15,001,491, and 
$15,048,795 in 1932 and 1933, respec- 
tively, following what seemed a depres- 
son low in 1931 at $14,542,319, the 
latter figure reflecting special write- 
down of inventories. 

A comparative’ study of quarterly 
reports throws still further light on 
earnings trends of the two companies. 
General Foods earned 40 cents a share 


share in the last quarter of 1934, as 
compared with 35 cents in the final 
quarter of 1933; while third-quarter 
net of 19 cents a share compared with 
2& cents a share in the corresponding 


period of the preceding year. Thus, 
the second half of 1934 contributed 
39% of the full year’s earnings, as 
compared with approximately 54% in 
the second half of 1933. 

Both companies can boast of envi- 
ably strong financial position. General 
Foods’ capitalization consists simply of 
5,359,751 shares of no par value com- 
mon stock. Current assets, including 
approximately $13,902,000 in cash 
items, amount to $38,590,613 and cur- 
rent liabilities to $5,681,373, showing 
a ratio of 6.8 to 1, which compares 
with 3.7 to 1 in 1929, and which 
shows net working capital of $32,909,- 
240. 

The capitalization of Standard 
Brands consists of 70,558 shares of $7 
cumulative preferred stock, on which 
even last year’s depressed earnings 
would equal nearly $198 per share, 
and 12,645,380 shares of no par 
value common stock. Current assets 
closely parallel those of General Foods, 
totalling $39,003,409, including ap- 
proximately $14,663,000 cash items. 
Current liabilities amount to $5,033,- 
592, making net working capital a 
trifle under $34,000,000. The latter 
figure compares with more than $46,- 
000,000 working capital at the close 
of 1929; whereas General Foods’ work- 
ing capital of nearly $27,000,000 
at the close of 1929 compares with 
$32,909,240 today, as above stated. 

Priced around 16, Standard Brands 

common on its regular $1 divi- 








ings than increases in volume 
of other products.” 

No investment appraisal of 
these two stocks can ignore the 
obvious downward trend of 
profit margins since 1929 
shown by both companies. As 
above stated, General Foods 
in 1934 sold a larger physical 
volume of goods than in 1929, 
but it earned a net profit of 
only $11,143,875 on these 
sales, as compared with net of 
$19,422,314 on the smaller 
sales of 1929. It earned 
$19,085,595 in 1930 and $18,- 











dend_ yields approximately 
6.3% return and is quoted at 
General Foods Corp. some 15 times last year’s net 
per share. General Foods pays 
— vi a dividend of $1.80 per share 
RUINS akia osca auch de aose oan ie $13,902,721 $9,188,933 an d thus yiel ds about 5.3% 
Total — rc eehabaalenaciec 38,590,613 37,008,826 at its current quotation of 34, 
Current Liabilities. Leseeseseeeee. 5,681,873 10,296,574 the ratio of which is approxi- 
Working Capital................ $2,909,240 26,712,252 mately 16 times 1934 net per 
share. Taking into account 
Standard Brands, Inc. financial rn both divi- 
Cael TWhemss ......0..6.08 . $14,663,545 $31,964,372 dends may be regarded as rea- 
Total Current Assets............ 39,003,409 51,497,728 sonably secure, although an 
Current Liabilities............... 5,033,592 5,038,002 edge of confidence must go to 
Working Capital................ $3,969,817 46,459,726 that of General Foods in view 
of its somewhat better cover- 

age by current earnings. 











153,719 as late as 1931, both 
years of smaller physical vol- 
ume of sales than either 1929 or 1934. 

While no official information is 
available, it would seem a reasonable 
assumption that the physical volume of 
sales of Standard Brands also has been 
maintained at a high level, but 1934 
net of $13,878,021 compares with 
$18,348,776 in 1929. 

It is undoubtedly true that this indi- 
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in the fourth quarter of 1934, against 
28 cents in the fourth quarter of 1933. 
Its third-quarter net was 60 cents a 
share, against 62 cents in the third 
quarter of 1933. The second half of 
1934 contributed 47% of the whole 
year’s net, as compared with 42% for 
the second half of 1933. 

Standard Brands earned 22 cents a 


The Fleischmann’s gin divi- 
sion of Standard Brands has been a 
disappointment thus far, due to highly 
competitive conditions; and the com- 
pany itself informs shareholders that 
as to this product “the maximum that 
your company can expect is a reason- 
able margin of profit upon its share of 
the business.” 

(Please turn to page 48) 
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Speculative Opportunities in 


Preferreds 


Accumulated Back Dividends Offer Possible Re- 


wards in Companies Facing Favorable Prospects 


OR some months now there has 
been increasing public interest in 
preferred stocks, reflected not 

only in the market activity in this 
class of securities, but in the conspicu- 
ous resistance which many preferred 
stocks have shown at times when the 
general list has declined. The reason 
for this have been twofold. 

In the case of high grade preferred 
stocks—those with a long and unbrok- 
en record of dividend payments—pub- 
lic interest has been whetted by the 
urgent search of investment funds for 
a safe medium affording a good income 
return. In competition with both high 
and medium grade bonds, high grade 
preferred stocks have had more or less 
the advantage. This advantage, how- 
ever, has been gradually whittled away 
as the advance in such issues has re- 
duced the yield. 

In the case of another group of pre- 
ferred stocks, frankly labelled as specu- 
lative, public interes has been gener- 
ated by the promise of price apprecia- 
tion and future dividends held out by 
improving earnings. While many 
issues in this group have scored sizable 
advances market- 


By Warp GaTEs 


years, there are still a number of issues 
which may quite possibly be restored 
to a dividend basis during the months 
tc come; others may reward holders 
payments against dividends now in 
arrears. 

Not all preferred dividends carry 
provisions for cumulative dividends, 
but this feature is incorporated in 
nearly all issues worthy of speculative 
consideration. Confronted with the 
mandate of liquidating dividends on 
preferred shares before any payments 
can be made to common stockholders, 
the natural desire on the part of a com- 
pany’s management to eliminate ac- 
cumulations and resume payments at 
the earliest possible opportunity can be 
taken for granted. Aside from the 
interests of both preferred and com- 
mon stockholders, this would be good 
business procedure in the interest of 
the company’s credit standing. 

Let it be understood that while it is 
incumbent upon a company to dis- 
charge all accumulated preferred divi- 
dends in cash, it would still be pos- 
sible to circumvent this obligation by 
appealing to shareholders to accept 


some other form of compensation. 
One, perhaps, which would not be so 
heavy a drain on working capital, in the 
early stages of earnings recovery. In 
such circumstances preferred stock- 
holders might be offered new securi- 
ties on a basis intended to discharge 
back dividends. Such securities might 
conceivably be in the form of addi- 
tional preferred stock (which might 
carry a lower dividend rate), common 
stock or even bonds. Such proposals 
as these must be judged each on their 
own merits, but they are not necessarily 
to be regarded as detracting from the 
speculative merits of a particular pre- 
ferred stock. 

As an example of this procedure, 
in actual practice, Hahn Department 
Stores proposes to provide for accu- 
mulated dividends on its 642% pre- 
ferred stock, which will total $22.75 
on June 30, next, in the following 
manner: Preferred stockholders will 
receive $3 in cash, $15 in 15-year 
414% debentures, two shares of com- 
mon stock and one share of new $5 
preferred stock, on which dividends 
will be inaugurated on October 1, 1935 

Other companies 








wise during the 
past year, the can- 
didates for profit- 
able selection 
among speculative 
preferred stocks 
have by no means 
been exhausted. 
Among the 
many preferred 
stocks which have 
been deprived of 
all or part of their 
regular dividends 
and relegated to a 
speculative _cate- 
gory by the busi- 
ness exigencies of 
the past several 


Wheeling Steel $6 


mos. to Sept. 30. 








Associated Dry Goods $6 ist........ 
Chicago Pneumatic Tool $3.50....... 
Foster Wheeler $7 
Goodyear Tire & Rubber $7......... 
Hahn Dept. Stores $6.50............ 
McKesson & Robbins $7........... 
National Supply $7 
Remington Rand $7 Aist............ 
Shell Union Oi! $5.50............... 


(a)—Paid to June 1 against accumulations. 
(f)—Paid this year. 


Speculative Preferred Stocks 


Earnings Per Accumu- 


Share lated 
1934 1933 Dividends 
$6.98 $1.50 $12.00 
2.29 0.52 14.88 
Laser eweras whaae 432.07 42.93 15.75 
5.64 5.44 6.75 
5.28 0.12 22.75 
3.84 0.55 11.38 
sabe ahedu 245 55:e0 > d0.73 d21.64 24.50 
6.06(c) 3.53(c) 24.50 
1.38(e) d23.92(e) 20.38 
ciuerkstSaneses 1.26 d2.17 20.50 


d—Deficit. 


(c)—9 mos. to Dec. 31. 





which have either 
liquidated all or a 
part of preferred 
dividend accumu- 
ome te lations during the 
Dividend == tion past year include 
$6.00(a) 88 J oh ns-Manville, 
None a4 | Montgomery 
None 6s | Ward, Radio 
4.00 73 | Corp., Tidewater 
mone os Associated Oil and 
weed = Maytag Corp. 
wneed and The selection of 
aad = the issues compris- 
ans = ing the appended 
0-000) as || tabulation was 
ilies made with full 
(Please turn to 
page 47) 
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Companies Showing Recent Gains in 


Working Capital and Favorable 


Earnings Outlook 


Special Selections by THe Macazing or WALL Street Staff 


United Fruit Co. 


United Fruit Co., ended 1934 with 
record-breaking financial strength, and 


| in two years the company has more 


than doubled its net income. In terms 
of per-share results earnings last year 
were only slightly less than 1930 and 
1935 has begun most auspiciously for 
the company. 

Last year, United Fruit accounted 
for nearly 50,000,000 bunches of 
bananas, or about two-thirds of the 
world crop. The United States and 
Canada consumed about two-thirds of 
the company’s production, while the 
balance went to Europe. At the end 
of the year, the company had 114,920 
acres devoted to banana cultivation, 
99,991 acres of sugar cane, 38,769 
acres of cacao, 7,423 acres of coconuts 








Earnings Per Share 
1934 1933 Recent Price 
$4.11 $3.15 $82 


Yield 
3.5% 


Div. 
$3.00 








and lesser areas of other products. The 
company’s fleet of 92 owned vessels 
and 6 chartered ships completed 1,233 
round-trips, carrying 47,082 passengers 
and 1,304,000 tons of freight. 

In 1932, when the company’s earn- 
ings reached their low point for the 
depression, profits totaled $5,707,000, 
or $1.95 a share on the 2,925,000 
shares of capital stock. By the end of 
last year, however, profits had recov- 
ered to $12,049,000, equal to $4.11 a 
share on the stock, comparing with 
$3.15 a share in 1933 and $4.24 in 
1930. It is noteworthy, however, that 
depreciation charges last year of $9,- 
869,000 compared with $13,835,000 in 
1935, the substantial reduction having 
been made possible by a readjustment 
of property values and surplus in 1933. 

During the past four years, United 
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Fruit has added to its cash holdings to 
the extent of some $18,000,000 and at 
the end of last year, cash and govern- 
ment securities totaled nearly $41,000,- 
000, comparing with $37,118,807 at 
the close of 1933. Funded debt of an 
associated company in the amount of 
$585,000 was retired last year and 
$728,125 in serial notes due the United 
States Government were paid off, re- 
ducing the balance of these notes to 
slightly over $13,000,000. Appropria- 
tions for 1935 capital expenditures 
amounted to $5,584,591. 

For the first time in some years 
United Fruit’s sugar properties prom- 
ise to make an important contribution 
to earnings in 1935. Current sugar 
prices above two cents a pound com- 
pare with a cent and less several years 
ago. Banana prices have risen and the 
management is optimistic over the pros- 
pects of further developing the foreign 
market. Estimated profits in the first 
quarter, the least active from the stand- 
point of banana sales, were equal to 77 
cents a share on the stock, comparing 
with 55 cents in the same months last 
year. It would appear, therefore, that 
current profits have a good chance of 
approaching pre-depression levels, and 
an advance in the present $3 dividend 
is a definite possibility. All in all there 
is much of a tangible character to sup- 
port the market for the company’s 
shares at close to the high for the year. 


Phillips Petroleum Co. 


Last year Phillips Petroleum Co. did 
the largest volume of business in its his- 
tory. Gross operating income of $77,- 
519,000 was a gain of more than 
$14,700,000 over 1933, which was also 
a record-breaking year. Including 
bond retirements, liabilities were re- 
duced $3,623,288 last year and current 
assets were increased nearly $3,000,- 


000. As a result, the company’s bal- 
ance sheet made the best showing since 
1929. Working capital at the end of 
last year totaled $21,600,000, an in- 
crease of $2,400,000 over 1929 and 
funded debt of $25,882,000 was $3,- 
000,000 less than at the close of 1933 
and nearly $11,000,000 less than at the 
end of 1929. 

The company’s net profit last year of 
$5,757,309 was equivalent to $1.38 per 
share on 4,153,235 shares of capital 
stock. In 1933 net available for the 
shares amounted to $1,500,695, or 36 
cents a share. In the latter year, how- 





Earnings Per Share 
1934 1933 Recent Price 
$1.38 $0.36 $18 


Yield 
5.5% 


Div. 
$1.00 





ever, a deficit of around $800,000 was 
converted into a profit by an inventory 
credit adjustment of $2,320,727. 

Phillips Petroleum is firmly en- 
trenched as one of the leading inde- 
pendent oil companies. Rated as the 
world’s largest manufacturer of nat- 
ural gasoline, the company in recent 
years has substantially enlarged its 
scope and today it is a completely self- 
sufficient unit with activities embrac- 
ing every important division of the oil 
industry. The company owns over 
one million acres of developed and un- 
developed lands and leases in various 
oil regions in the United States, of 
which less than 5% is fully developed. 
Refineries are served by an extensive 
network of pipe lines and marketing 
outlets are maintained in 22 states in 
the Central West. In addition the 
company is an important factor in the 
natural gas industry and is credited 
with supplying more than 40% of the 
total natural gas used in the manufac- 
ture of carbon black. 

With the oil industry now on the 
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verge of its season of heaviest consump- 
tion, it is encouraging to note the 
strengthening in gasoline prices. More- 
over, there is the belief that production 
in the prolific East Texas field is due 
to taper off, a condition which would 
be the forerunner of higher crude 
prices and already many companies are 
enlarging their stocks of crude. 

Stockholders of Phillips Petroleum 
are receiving dividends of 25 cents 
quarterly, a rate well supported by the 
late trend of earnings. At 18 the 
shares yield better than 5%, a fair 
return which is combined with better- 
than-average speculative possibilities 
predicated upon the continued stability 
of the oil industry as a whole. 


American Cyanamid Co. 


Unusual stability rather than any 
marked gain in earnings featured the 
operating results of American Cyana- 
mid Co., in 1934. Net profit last year 
amounted to $2,495,644 as compared 
with $2,467,682 in 1933. As a result 








Earnings Per Share 
1934 19383 Recent Price Div. 
$0.99 $0.99 $18 $0.40 


Yield 
2.2% 








the 2,520,370 combined class A and B 
common shares earned 99 cents each 
in both years. Actually, the company 
registered a gain of nearly $1,000,000 
in Operating profits in 1934 but this 
was substantially diluted by increased 
allowances for depreciation and higher 
taxes. Working capital last year in- 
creased more than $700,000 to $15,- 
828,949 and included cash and securi- 
ties of $6,773,851, as compared with 
current liabilities of less than $6,000,- 
000. 

Formerly engaging principally in the 
production of crude calcium cyanamid 
by the fixation of atmospheric nitrogen 
by a patented electric thermic process, 
the company was heavily dependent 
upon mining and fertilizer chemicals. 
An extensive expansion program from 
1928 to 1930, however, involving the 
acquisition of numerous small inde- 
pendent chemical manufacturers, the 
consolidation of producing units and 
the introduction of new products, alt- 
ered the company’s complexion to an 
important degree. Today American 
Cyanamid is the third largest factor in 
the manufacture of dyestuffs and has 
a position second to none in the field 
of molded plastics. Other products 
now include various heavy chemicals 
and pharmaceuticals. Last year the 


large new plant of the Southern Al- 
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kali Corp., in which the company has 
a joint interest with the Pittsburgh 
Glass Co., was placed in operation. 
This subsidiary will manufacture soda 
alkalis from salt pumped from under- 
ground and evaporated by burning 
natural gas fuel. A large glass plant 
will take a major portion of the output 
and the balance will be absorbed by 
the petroleum industry. 

The full effectiveness of these more 
recent developments promises to be- 
come more marked in the company’s 
earnings over the next several years, 
and they lend to the company the de- 
sirable measure of diversity which has 
come to be identified with all of the 
leading chemical enterprises. For the 
more immediate future, such important 
consuming outlets for the company’s 
products as the automobile, leather, 
textile, steel and mining industries 
should all contribute to the support of 
current earnings. It is even possible 
that the sale of fertilizers, which has 
been backward, will show important 
improvement this year. The last two 
dividends have amounted to 10 cents a 
share on the class B stock and it is prob- 
able that the shares can be regarded as 
being on a 40-cent annual basis. At 
18, the class B shares (which differ 
from the A stock only in that they are 
non-voting) may be commended to the 
attention of all investors who have 
faith in the unlimited possibilities for 
future growth which is inherent of the 
chemical industry. 


Commerical Solvents 


Corp. 


Rising prices for corn, the chief raw 
material entering into the manufac- 
ture of Butanol by Commercial Solv- 
ents, prevented the company from reg- 
istering but a scant gain in earnings 
last year despite an appreciable gain 
in sales. Deliveries against contracts 
previously made were at prices which 
did not adequately compensate for in- 
creased production costs. Net income, 
as a consequence, amounted to only $2,- 
346,237 as compared with $2,327,846 
in 1933. Applied to the 2,636,042 
shares of capital stock, these earnings 
were equivalent to 89 cents and 88 
cents a share respectively. 

With continued crop restrictions and 
possible drought conditions precluding 
any early decline in corn prices, con- 
siderable importance attaches to the 
process which the company has devel- 
oped for the production of Butanol 
from molasses. Not only will this 
process relieve Commercial Solvents 
from dependence on corn, with its un- 
predictable elements of weather and 


government interference, but it shoul 
largely counteract the unfavorable im, 
plications arising from the expiratio> 
ot the patents covering the corn proces 
in about eighteen months. | 
With the widespread industrial ap 
plication of solvents already providing 
the company with diversified outlet; 
Commercial Solvents continues to en} 
large its scope. The manufacture off 
butyl, grain and industrial alcohols haf 
gained in importance and the company) 
is now producing large quantities off 
wood alcohol synthetically from natura 
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gas. Earlier this year, with Corn Prod J 
Commercial Solvents > 


ucts Refining, 
completed negotiations for the acquisi- 


tion of two sizable molasses compan 


ies. Further, the company produces 

whiskey as a side line which it sells 

wholesale to distillers. ; 
Last year, the company’s interest in 


the Krebs Pigment & Color Corp. was f 


sold to duPont for about $7,420,000, 
which funds largely accounted for the 
gain in current assets last year from 
$7,695,879 at the end of 1933 to $14, 
937,018. Cash at the end of last year 








of nearly $9,000,000 compared with 
current liabilities of only $1,135,039. 
It is a safe assumption that these re- 
scurces will be employed in further 
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In February the company paid, in 
addition to the regular 15-cent quar: 
terly dividend, a 25-cent extra and fur 
ther extras may follow in the wake of 
sustained current earning power. The 
shares, like most leading chemical is 
sues, are generously appraised market- 
wise, but their speculative appeal based 
on the company’s expanding markets 
may readily be conceded. 


Pittsburgh Plate 
Glass Co. 


Pittsburgh Plate Glass is one of the 
leading industrial organizations in the 
country and the company’s name de- 
scribes the foundation of its business 
but scarcely suggests its prominence in 
other fields. In addition to being the 
largest maker of plate glass, the com- 
pany is the second largest manufac- 
turer of paint and the fourth largest 
producer of alkalies. Plate glass, paint 
and alkalies—these products contrib- 

(Please turn to page 46) 
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Taking the Pulse of Business 


—General Activity Tapers Off 


—Purchasing Power Grows Slowly 
—Oil Prospects Brighter 

—Metal Prices Strengthen 

—Motor Production Peak Near 


HOUGH the first quar- 
ter of the current cal- 
endar year registered 

a marked gain in the phy- 
sical volume of production, 
it is significant to note that 
the index of Business Activ- 
ity has gone into a nose dive 
during the first fortnight of the second quarter, dropping 
to below 80% of the 1923-5 average, from its two-year 
high of 85.6%. This exceptionally sharp decline is at- 
tributable principally to a 60% reduction in the output of 
bituminous coal and to a 10% curtailment of cotton cloth 
production, with a consequent unseasonably large con-. 
traction in car loadings and in check payments. Holding 
off for lower prices has also caused a slightly greater than 
seasonal slackening in the steel mill operating rate; but 
production of automobiles and of lumber continues to ex- 
pand somewhat faster than is customary at this time of 
year. Sharp curtailment in the output of coal and cotton 
textiles at this time is a natural aftermath of the piling 
up of unwieldy inventories in the hands of middlemen and 
large consumers; but there is as yet no evidence of over- 
production in the automobile industry in which the three 
leading manufacturers—Ford, Chrysler, and General Mo- 
tors—are operating at close to capacity while leaders in 
many instances still complain of inability to make prompt 
deliveries. 

There are some grounds for believing that the heavy out- 
lay for new motor cars has been cutting into other lines of 
business. New life insurance written in March, for 
example, fell 2.4% below last year; though the first quarter 


as a whole registered a 10% 
increase. Department store 
sales for March were 8% 
belew the previous March in 
dollar volume, while chain 
store sales fell off 2.8%. Of 
course, part of the unfavor- 
able showing in March re- 
tail sales is attributable to the circumstance that Easter 
falls three weeks later this year. This had led to a hope 
that the deficiency would be made up early in April; but 
up to present writing the volume of April retail trade has 
proved rather disappointing. Observers attribute this vari- 
ously to rain in the East, dust storms in the Middle West, 
higher food costs, and increased expenditures for liquor. 
A recent strike in the $4.75 dress factories has also hurt 
Easter sales by preventing production of at least 1,500,000 
dresses. 

Naturally all this curtailment in activity by such leading 
industries as coal, textiles, meat packing, and railroad 
freight transport, will necessarily cause some reduction in 
employment; though figures for March indicate that, up to 
the opening of the second quarter, the country’s purchas- 
ing power has been measurably better than last year. In 
New York State, which is usually representative of con’ 
ditions obtaining generally, payrolls rose 3.1%. March 
dividend declarations were 8% larger than a year ago, 
and a slight increase will probably be reported for March 
incomes of the farming community. It should be noted, 
moreover, that part of the loss in public purchasing power 
resulting from recent slackening in production will be 
offset by the circumstance that, on April 1, $145,000,000 
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were added to the salaries of Federal employees, along with 
an $85,000,000 rise in railroad payrolls. 

Considering the inevitable delay in launching expendi- 
tures under the Work Relief Act, and the probable clos- 
ing down of automobile plants this summer for re-tooling, 
some further recession in Business Activity seems likely to 
teke place during the present quarter. With the disturb- 
ing influence of Congress out of the way, however, and in 
view of President Roosevelt’s expectations that work relief 
expenditures will reach a peak in November, it is a fairly 
safe surmise that the third quarter will witness another 
upturn in business. A ground work for this is already 
being prepared in the revival of machine tool sales whose 
index of 61.7 during the past four months exceeds that of 
the corresponding period a year ago by 11%. 


The Trend of Major Industries 


STEEL—The steel ingot rate continues to sag slowly and, 
according to latest reports available as this is written, has 
steadied around 44% of capacity, at which point most of 
the larger companies are just about covering fixed charges. 
There is some talk of the necessity of raising prices on some 
finished products for third quarter delivery, owing to higher 
costs of labor and material; but this possibility is as yet too 
remote to worry consumers who have been withholding 
purchases in the belief that any revisions in the steel code 
are more likely to benefit buyers than sellers. At the pres- 
ent time the chief sustaining factor in the industry is the 
high rate at which automobile steel is being consumed. 
Thus far demand for motor cars by the public has kept well 
abreast with factory production; though an accumulation 
of used cars traded in is beginning to present quite a prob- 
lem to dealers. Comparisons of steel mill operations with 
last year’s activity are likely to become progressively more 
unfavorable from now on; since much of the business that 
should have been done in the third and fourth quarters of 
1934 was crowded into the second quarter. Structural steel 
bookings to date this year total only 190,000 tons compared 
with 221,000 in the corresponding period of 1934; but ex- 
penditure of work relief funds later in the year should 
correct this deficiency. 


METALS — Silver 


bringing this country’s holdings up to a third of our stock 
of monetary gold. Devaluation of the silver dollar would 
create difficulties with our subsidiary silver circulation, 
Manoeuvers of the tin cartel have lifted prices to around 
5014 cents. 


PETROLEUM—Early reports for the industry indicate 
that first quarter earnings for the most part compared quite 
favorably with last year’s results. Since production is now 
under fair control and gasoline prices are beginning to 
stiffen as the season of heavy consumption sets in, it is ex 
pected that second quarter reports will make an even better 
showing. 


RAILROADS—Although current net income of the 
carriers continues to recede under mounting costs of opera- 
tion, sentiment as to the longer range outlook has been 
somewhat improved by the Senate’s prompt passage of the 
Eastman truck and bus regulation bill, by announcement of 
plans to spend one or two hundred millions of the work 
relief appropriation for elimination of trunk line grade 
crossings without cost to the railroads, and by efforts of the 
RFC to have bank loans funded at lower interest rates. 


TEXTILES—The woolen goods division of the textile 
industry is operating at close to single-shift capacity, though 
prices are low and unit profit small. Demand for cotton 
goods has revived sharply since our last issue under stimu- 
lus of better prices for raw cotton caused by reports that 
the Government will continue to peg the market for another 
season. 


TOBACCO—Cigarette output in March exceeded the 
previous March by about 1%. For the first quarter, pro- 
duction was barely ahead of last year. 


Conclusion 


A sharp drop in our Business Activity index during the 
first fortnight of the present quarter shows that business 
recovery is still following the familiar pattern of the past 
two years—production exceeding consumption for a few 
months and then slowing down while excess inventories are 

being worked off. Mean- 





has held the spotlight 
among _ nonferrous 
metals since our last 
issue with its spurt to 
68) cents, a new high 
for the recovery, and 
President Roosevelt’s 
decree raising the pri 

of domestically ming 
silver to 71.11 cents, 
from the previous 
price of 64.64. Though 
intended as a sop to in- 
flationists the move is 
a boon to western min- 
ing interests. The rise 
in price of foreign sil- 
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while the country’s 
purchasing power has 
continued to expand 
steadily, though of re- 
cent months at a slack- 
ened pace. Since our 
last issue, the indexes 
of Raw Material and 
Common Stock Prices, 
along with bond prices, 
have shown moderate 
recovery, owing partly 
to drought and wind 
storms in agricultural 
areas, and partly 
stimulated by inflation 
talk founded upon the 
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Common Stock Prices Index 














1934 Indexes 1935 Indexes 
—————— Number 
High Low Close of Issues (1925 Close-—100) High Low Apr. 6 Apr.13 Apr. 20 
71.2 45.0 54.6 288 COMBINED AVERAGE... 56.4 43.0 46.8 48.4 49.5 
105.7 44.2 87.0 5 Agricultural Implements.... 88.1 66.7 69.8 71.6 174.4 
42.3 20.2 27.1 G Amusements.............. 27.1 17.8 18.8 20.5 20.1 
58.9 35.2 55.5 13 Aut bile A ies.... 57.9 44.6 49.9 650.4 657.9h 
24.9 11.8 14.2 ee eee 16.8 8.8 8.8 9.2 10.0 
92.5 48.6 60.1 5 Aviation (1927 Cl—100).... 60.1 41.3 47.1 48.4 650.9 
17.4 8.7 9.2 3 Baking (1926 Cl—100)..... 9.2 7.9 8.1 8.4 8.6 
240.9 153.6 191.8 2 Bottles & Cks. (1932—100).. 208.7 184.9 198.0 203.3 208.7h 
136.0 100.0 131.6 4 Business Machines........ 133.4 113.7 118.3 122.4 127.1 
229.5 178.9 227.5 Re eras ies vse isd saves 250.9 226.1 243.6 246.6 250.9H 
210.5 134.3 167.2 ee ere 169.9 144.6 154.6 156.5 164.1 
37.2 22.1 28.8 SG GOMSMMCUORS. <6 6. ce ccess 31.4 22.6 24.7 3 26. 
70.1 40.1 43.8 |. a eer re 47.7 35.7 44.6 Th 46. 
37.0 25.7 32.0 2 Dairy Products............ 83.1 27.5 29.3 29.56 930.8 
26.8 16.4 21.2 8 Department Stores........ 93:0 14:1. 35:0 I 25:9 
84.2 56.0 73.1 7 Drugs & Toilet Articles..... 73.1 57.1 59.9 61.8 63.0 
91.3 59.1 78.7 3 Electric Apparatus......... 82.9 72.2 75.5 78.6 82.9h 
211.2 103.8 211.2 2 Finance Companies........ 233.2 211.2 224.7 224.3 230.7 
64.0 51.1 58.3 (Mee ob ear 59.3 51.8 54.0 54.7 56.0 
71.1 55.1 65.7 a. | rer 66.4 46.5 46.5x 47.7 49.2 
58.8 36.2 45.4 3 Furniture & Floor Coverings 45.4 32.1 33.4 35.1 37.1 
1372.0 1106.0 1164.9 S Gorm MMs... 52. .ccccees 1204.5 1062.4 1120.3 1170.7 1150.9 
35.6 25.1 35.6 5 Household Equipment..... 38.1 35.3 36.9 37.4 38.1H 
31.8 19.3 20.8 4 Investment Trusts......... 20.8 17.0 18.5 18.9 20.3 
295.5 164.0 247.0 3 Liquor (1932 Cl.—100)..... 273.9 231.0 254.0 247.0 255.4 
63.4 34.2 44.2 ee: eae 44.7 36.0 38.5 39.7 39.7 
88.6 51.9 62.0 ae eee rere 62.2 41.3 41.6 41.8 41.3x 
160.1 117.4 127.8 11 Metal Mining & Smelting... 131.3 109.4 116.5 130.1 128.2 
86.8 52.0 58.2 a 63.6 51.3 57.5 61.4 63.6h 
25.0 15.2 21.0 3  Phonos. & Radio (1927-100) 21.0 15.9 17.1 17.4 18.9 
72.8 32.1 34.8 16 Public UGNGCS......0.0.200. 34.8 23.0 34.8 34.0 33.8 
66.2 34.9 43.9 8 Railroad Equipment....... 43.9 29.3 31.8 31.8 31.6 
52.0 24.5 25.8 —_— re rr 26.7 16.5 18.3 19.3 18.6 
15.9 6.0 8.8 J ES Ser ere 8.9 5.2 5.4 6.0 5.6 
50.2 28.9 41.6 Bo a oc cceences 43.4 28.5 32.6 31.9 32.4 
77.0 42.0 54.4 pS ee ee 57.4 37.6 40.4 42.4 44.0 
31.3 20.4 22.2 — Se re 26.2 21.1 23.9 23.4 23.5 
214.0 131.5 143.2 MP GEC 265.005 scid.ea debidic-ate 143.2 125.0 130.6 130.9 132.3 
70.3 40.2 45.2 3 Telephone & Telegraph.... 45.5 34.2 38.1 39.8 40.7 
65.8 37.5 47.8 8 eee. 50.4 34.7 36.0 38.9 39.6 
14.6 7.6 9.0 & Tikes & Ruvver...... 0.606 9.3 6.1 6.3 6.6 6.6 
88.6 66.5 84.7 a ee Sree 87.6 77.2 78.0 80.5 83.7 
73.5 43.5 65.0 De cecccecccscescss 66.8 51.0 54.7 53.8 54.2 
275.5 43.6 258.2 3 Variety Stores............. 258.2 219.7 219.7x 226.7 234.7 


H—New HIGH record since 1931. h—New HIGH this year. x—New LOW this year. 


Tut MAGAZINE OF WALL STREET 95 
COMMON STOCK PRICE INDEX 7" 
1925 CLOSING PRICES“ 100 
85 85 
NPorr 
DSinrin 
Ke) bd Bre Bes 80 
raf 213] "5 
ojwtin 
708 7] 7|2 Zo 
6595/5] 0 65 
s|3|8 60 
55 55 
508 ala] an 50 
gyele 
458 GI G]G 45 
«of 5/3 ‘0 
358 71712 35 
30f 3]3/3 30 
25 a q 4 25 
ALOla 
2 OLOaina 20 
15 15 
| 10 
5 





BZORAILROADS 312 STOCKS 


JFMAMJJASOND Feb Mar Apr May Jun Jul Aug Sep Oct Nov 
1934 1935 





193) 


(An unweighted index of weekly closing prices; compensated by stock dividends, splitups, 
and rights, and covering about 90% of the volume of transactions in all Common Stocks 
listed on the New York Stock Exchange.) 
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Answers to Inquiries 











The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








UNITED BISCUIT CO. OF 

AMERICA 

I understand United Biscuit has applied 

for permission to float a $4,700,000 bond 

issue. Do you believe this responsible for 

the stock selling around its low for the 

year? Do you believe the interest on such 

a loan would result in reduced dividends? 
—F. K., Sioux City, Iowa. 


Manufacturing a broad line of cakes, 
biscuits and crackers, United Biscuit 
Co. of America ranks third in point of 
size among domestic baking units. Con- 
sidering the generally unfavorable con- 
ditions existing in the baking industry, 
the earnings record of the organiza- 
tion throughout the depression has 
been relatively favorable. Last year, 
consolidated net income of $949,788, 
equivalent, after allowing for dividend 
requirements on the 7% preferred 
stock, to $1.86 a common share, was 
only slightly below the $984,315 or 
$1.97 a share reported for the previ- 
ous year. It is apparent, therefore, 
that the company has been able to 
increase its sales volume sufficiently to 
almost entirely offset higher labor and 
raw material costs. The consolidated 
balance sheet dated December 31, 1934, 
revealed current assets of $3,111,753, 
including cash alone of $456,144, and 
current liabilities of $875,758. Capi- 
talization is conservative, being com- 
prised of 13,998 shares of 7% pre- 
ferred stock (par $100), 459,054 
shares of common stock and $5,000,000 
of 5% debenture bonds due April 1, 
1950. The latter were recently offered 
to the public by a banking group at 


101% and accrued interest, the pro- 
ceeds from which were utilized to re- 
tire at 103!4, some $2,880,000 of 6% 
debentures and other indebtedness in- 
curred in connection with new plant 
capacity. Since a saving in interest 
and the elimination of floating debt 
has been accomplished through the 
new bond issue recently placed on the 
market, this can hardly account for 
the reaction of the stock marketwise, 
to which you refer. Rather, general 
market conditions were probably the 
cause. Considering the progress made 
by the management in effecting operat- 
ing economies and maintaining sales 
volume during the depression years, 
the longer term outlook for the organi- 
zation is deemed bright. It is our 
opinion that the present annual $1.60 
per share dividend on the common 
stock is reasonably secure and that the 
shares offer sufficient long pull attrac- 
tion to justify their retention. 


BOHN ALUMINUM & BRASS 
CORP. 


Do you think Bohn Aluminum stock is 
now at its seasonal peak? Do you believe 
there will be a decline in price, and a 
lessening demand from motor car manu- 
facturers? Would you continue to hold 
this stock in view of its high yield?— 
J. B. S., New York City. 


The extent to which Bohn Aluminum 
& Brass Corp. is dependent for earn- 
ings upon the automotive industry, is 
evidenced by the company’s earnings 


record since 1929. As was the experi- 
ence of leading automobile manufac- 
turers, earnings of the company de- 
clined steadily from the equivalent of 
$7.43 a share for 1929 to a deficit of 
$2.04 a share for 1932. In 1933, how- 
ever, conditions in general business and 
especially in the automobile industry 
turned decidedly for the better, and 
this was reflected in Bohn Aluminum’s 
net income for the year of $1,494,552, 
equivalent to $4.24 a share on its capi- 
tal stock. Last year, net income im- 
proved further to $1,518,387 equiva- 
lent to $4.31 a share. Of course, the 
earnings improvement registered by 
the company during the past two years 
is by no means entirely attributable to 
better conditions in the automobile in- 
dustry. The company also lists among 
its customers, manufacturers of vacuum 
cleaners, radios, airplanes, refrigera- 
tors, washing machines and a wide 
variety of other products requiring 
light weight yet durable parts. The 
balance sheet of the company dated 
December 31, 1934, revealed current 
assets of $5,582,119, including cash of 
$117,135 and current liabilities of 
$798,025. 
the company would probably call for 
payment within the next few months 
its only funded indebtedness, consist- 
ing of $499,000 principal amount of 
6% convertible debentures due July, 
1938. This amount is all that is left 
outstanding of an original issue of 
$2,155,700 marketed in 1928 for the 
purpose of financing the Michigan 
(Please turn to page 43) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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70 Points Profit - - 18 Points Loss 








102 POINTS PROFIT 
WITH 5.9% INCOME 


Below is a record of the bonds and 
preferred stocks selected and 
recommended in 1934 or 1935 and 


closed out during these years: 


BONDS 
Points 


Profit 
Mo. Kan. & Tex. Ist 4’s of 90 51% 
National Steel Ist 5’s of 56.. 10% 
B’klyn Man. Transit 6’s of ’68 634 
Youngstown S & T 5’s of ’78. 14 


American Seating Notes 6’s 


eS RES A a 9%, 
Colo. & So. Ref. & Ex 414’s 

DE SOI. ayant inten osGics echoes: 14% 
PREFERRED STOCKS 
General Motors 5% ........ 5% 
Armour of Delaware 7%.... 534 
Wesson Oil & Snowdrift 4%. 8% 
Union Pacific 4%........... 7 


Goodyear Tire & Rubber 7% 7% 
Midland Steel Products 8%. 8% 
Public Service of N. J. 5%.. 12 


10234 








Ou completed advices to date this year show 70 points profit with 18 
points loss—a balance of 52 points made available during 314 
months of erratic and intricate market movements. 


NO SOURCES OF SECURITY PROFIT ARE 
OVERLOOKED BY OUR ANALYSTS 


You have the assurance of knowing as one of our subscribers that when, 
in our opinion, the technical position of the market is strong and sound 
common stocks present outstanding profit possibilities with a minimum 
of risk, they will be recommended to you through our Trading Advices, 
Bargain Indicator and Unusual Opportunities. 


At the opportune time you are also placed in a position to profit by the 
demand for securities that pay an attractive yield and offer prospects 
for substantial price appreciation. These recommendations are made 
through our Bonds and Preferred Stocks. 


A recent example is North American $3 preferred advised as a purchase 
on Tuesday, April 16. It opened Wednesday at 44 and closed Thursday 
at 4714. As this advertisement is written we are advising the acceptance 
of 12 points profit on Public Service of N. J. $5 preferred. 


WE WILL TELL YOU WHAT AND WHEN 
TO BUY AND WHEN TO TAKE PROFITS 


The Investment and Business Forecast, with its 16 years of successful 
counsel, provides the security service you need. To obtain profits, 
income and protection against inflation consistent with a conservative 
and flexible market program—especially adapted to prevailing condi- 
tions—mail your subscription today. 





___ "THIS COMPLETE SERVICE FOR SIX MONTHS $75 ————— 


(a) (b) (c) (d) 
Trading Advices following Unusual Opportunities: Bargain Indicator: Sound Investments for Income with 
important intermediate Low-priced issues with dividend-paying securities possibilities for enhance- 
market movements. Three outstanding profit pros- forpriceappreciation. Two ment in value due to in- 
to four wires a month. pects. Two to three wires to three wires a month. vestor demand. Recom- 


$1,000 sufficient to operate 
in 10 share units On over 
50% margin. 


a month. 
chase 10 shares of all ad- 
vices on over 50% margin. 


mended in our Bond and 
Preferred Stock depart- 
ments. No wires necessary. 


$1,000 will purchase 10 
shares of: all advices on 
over 50% margin. 


$500 will pur- 


Include a complete list of your security holdings for our analyses and recommendations. 


THE INVESTMENT 
and 
BUSINESS FORECAST 
of 


THE MAGAZINE 
of WALL STREET 


--------- MAIL THIS COUPON TODAY———————— 


THE INVESTMENT AND BUSINESS FORECAST April 27 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 

Cable Address: TICKERPUB 

I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 


I understand that regardless of the telegrams I select I will receive the complete service outlined 
above by mail. ($125 will cover an entire year’s subscription.) 


City Nak cnc tha deacansaaeces 


Telegraph me collect your current Trading Advices (a); [J Unusual Opportunity recom- 
(Wires will be sent you in 


mendations (b): C)Bargain Indicator recommendations (c). 
Private Code after our Code Book has had time to reach you.) 


] 
| 
| 
| 
| Name 
| 
| 
| 
| 
| 
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The most popular flavored gel- 
atin dessert on the market, 
Jell-O has been known for over 
35 years as “America’s Most 
Famous Dessert.” It is also 
widely used for salads. 


One of the products of 


GENERAL 
FOODS 


250 Park Avenue, New York City 


SSS lalk<< 


Dividends and Interest 





























CONTINENTALCANCOMPANY Inc. 
A regular quarterly dividend 


of 7 cents ( wy r share 

on 2 common stock of this 

Com) has been declared 

able f May 15, 1935, to stock- 

oiders of record at the close of 

business April 25, 1935. Books will not close. 
J. 


B. JEFFRESS, JR., Treasurer. 














To the President of a 
Dividend-Paying Corporation :— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our magazine, 
seeking sound securities to add to their 
holdings. 

By keeping them informed of your di- 
vidend action you create a maximum 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors. 

Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 
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3000 OUTSIDE ROOMS 


Special Apartment Floors for Permanent Guests 













































Your telephone helps you 
to getaction quickly, easily, 
at low cost. 






STOCKS — BON DS 
COMMODITIES 


Folder explaining margin requirements, commission 
charges and trading units furnished on request 
Cash or Margin Accounts 

Inquiries Invited 


J. A. Acosta & Co. 


Continuing the business heretofore 
conducted under the name of 


SPRINGS & CO. 
Members New York Stock Exchange and 
other leading exchanges. 


60 Beaver St. New York 

























Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir&©. 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 

































POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG 6 
Accounts carried on conservative margin. 


(isHoum & (HaPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 
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The 


Investor’s 
Pocket Guide— 


Whether you want to keep regularly 
posted on the securities you now hold 
—or in checking the outlook and posi- 
tion of investments you contemplate 
buying —then you will want to have 
“Adjustable Stock Ratings’ always 
handy. 


Here are the facts this 112-page, pocket- 
size handbook revises and brings up to 
date monthly, on all the 1585 leading 
common and preferred: stocks on the 
New York Stock Exchange and New 
York Curb Market 


—the lines of business represented by 
the investments in which you are 


interested. 
—the industries — the companies 
which are going ahead — those 


which are declining. 

—funded debt, if any. 

—dividend rates—and dates. 

—ithe 1932 and 1933 earnings—the 
interim earnings for 1933 and 1934. 

—the 1934 and 1935 price ranges. 

—ticker symbols 

—*the “low prices” since July 1st, 
1933—-so important in figuring 
minimum margin requirements and 
maximum loan values under new 
market regulations. 


Only $2.50 a year will bring you 
“Adjustable Stock Ratings”—published 
the 15th of every month—the most com- 
plete, most frequently revised informa- 
tion you can possibly secure—equal to 
services costing up to $40 and $50 a 
year or more. 


* We have just completed handy, pocket-sized 
tables which, using the “lows” since July Ist, 
1933, as given in “Adjustable Stock Ratings,” can 
enable you to find minimum margin require- 
ments and maximum loan values at a glance. 
You can have a copy of these tables, free, if yeur 
subscription is received within the next 10 days. 


Mail your order now— 
The MAGAZINE of WALL STREET 
90 Broad Street, New York. 
C1 I enclose $2.50. Send me ADJUST- 
ABLE STOCK RATINGS monthly 
for one year—also tables of “Minimum 


Margin Requirements and Maximum 
Brokers’ Loans” FREE. 


ee 
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Woolworth Co. (F. | a 507% 254% 65% 414 56% 61 56 2.40 
Worthington See 39% 8 31% 3% 21% 1154 15 a 
Wrigley (Wm., Jr.) ...........00-00- 57% 34% 16 5414 1916 1834 78 *3.50 
§ Payable in stock. * Including extra. { Paid last year. { Paid this year. 
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Answers to Inquiries 
(Continued from page 38) 








Smelting Co. acquisition. Not long 
ago, the company announced that it 
had developed a method of producing 
aluminum for commercial purposes 
from alunite. Since the use of alu- 
minum has been retarded to a certain 
extent by the existence of a monopoly 
on the patent for its extraction from 
bauxite ore, as well as by an almost 
complete ownership of ore deposits by 
one company, the method for obtain- 
ing the metal developed by Bohn Alu- 
minum holds almost unlimited possi- 
bilities. This is particularly true in 
view of the emphasis placed on light 
weight in modern transportation. 
While it is true that the automotive 
industry, principal consuming outlet 
of the company’s production, is ap- 
proaching its seasonal peak, the inves- 
tor with an eye to the future may well 
continue to hold the stock. 


AMERICAN CAN CO. 


Do you advise the continued retention 
of American Can in view of its present 
high price, current earnings, and low yield? 
Do you foresee any early dividend in- 
crease?—J. W. G., Springfield, Til. 


American Can Co. has long occupied 
a dominant position in the metal con- 
tainer industry, its sales accounting for 
some 45% of those for the industry, as 
a whole. Reflecting generally improved 
conditions throughout the country, 
sales volume last year registered an in- 
crease of 6% over 1933. Net income, 
however, was up more than 27%, hav- 
ing amounted to $19,522,945 equiva- 
lent, after allowing for dividend re- 
quirements on the 7% preferred stock 
to $6.72 a share on the common, 
against $15,357,048, or $5.04 a com- 
mon share for the previous year. The 
improvement in net was due in no 
small measure to the foresight of the 
management in stocking up on tin plate 
in 1933, before quotations for that 
metal were advanced. Moreover, the 
company has made rapid strides in the 
development of new outlets, so that 
it is now less dependent upon the sale 
of “packers” cans than formerly; cur- 
rently it is understood to be experi- 
menting with composition containers 
for use by retailers of fluid milk. If 
successful, a new field would be opened 
for the organization, the possibilities 
of which are obviously extensive. The 
motor oil container division is under- 
stood to be showing remarkable growth 
and continuance of this trend is indi- 
cated. Sales of “packers” cans re- 
main relatively depressed, but as gen- 
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eral business conditions improve fur- 
ther, sizable gains should also be noted 
in this department. Financially, the 
organization is in excellent shape; cur- 
rent assets, at the close of last year, 
amounted to $60,001,291, including 
cash alone of $21,248,666, while cur- 
rent liabilities stood at $16,892,726. 
Indications are that the company’s 
business will continue active over early 
future months, at least. Since the de- 
mand for income securities of the sub- 
ject caliber is expected to remain strong, 
and in consideration of the organiza- 
tion’s prospects for expansion in the 
industrial container division, retention 
of the shares in your portfolio is be- 
lieved the logical course to follow. 
Extras or an increase in the regular $4 
annual dividend could follow further 
earnings expansion. 


SKELLY OIL CO. 


1 was told a few months ago that you 
looked very favorably on the outlook for 
the more integrated oil companies. Since 
then I noticed my Skelly Oil has advanced 
against the general trend. Do you think 
I can look for continued improvement? 
Do you advise holding through 11% when 
I would get out even?—R. N. V., Portland, 
Maine. 


Skelly Oil Co. is engaged in all 
branches of the petroleum industry and 
in addition owns extensive natural gas 
properties. Naturally, because of the 
chaotic conditions prevailing in the oil 
industry during the past several years, 
earnings of the company have been 
adversely affected. Despite this, how- 
ever, in the past couple of years, the 
company has taken advantage of low 
quotations on its preferred stock and 
bought up a large number of shares at 
sizable discounts, and at the same time 
reduced very materially its outstand- 
ing funded debt in line with other com- 
panies in this field. The year 1933 
withessed a net loss of $820,534, fol- 
lowing deficits in each of the two pre- 
vious years, but in 1934 the company 
revealed a net profit of $713,577 equi- 
valent after preferred dividend require- 
ments to 31 cents a share on the com- 
mon stock. This, in our opinion, rep- 
resents a remarkable about-face in the 
operations of Skelly Oil. At the past 
year-end, current assets, including over 
$2,000,000 in cash, amounted to $8,- 
504,424 compared with current liabili- 
ties of only $2,662,472. As a result of 
the pre-depression era when this com- 
pany, like many others in the field, 
indulged in a broad expansion . pro- 
gram, its funded debt was expanded 
by some $15,000,000 514% deben- 
tures in 1927. Through the shrewd 
practice of capable management, al- 
ready referred to, there remains out- 
standing only about $9,600,000, and 
of the 1930 issue of 120,000 $6 pre- 





ferred shares, approximately only 68,- 
000 were in the hands of the public 
last October. It is quite likely that 
this number has been materially reduced 
since that time. In our opinion, when 
this company is able to make more ex- 
tensive use of its producing acreage, 
without the present restrictive mea- 
sures being imposed, earnings will im- 
prove. The enactment of the Connally 
Bill which prohibits the interstate ship- 
ment of oil produced illegally should 
establish more favorable gasoline prices 
and this is especially worthwhile at this 
time inasmuch as we are approaching 
the season of expanding consumption. 
Consequently, unless some unforeseen 
circumstance crops up, we feel that you 
might well look for continued improve- 
ment and advise you to maintain your 
speculative position in Skelly Oil Co. 
stock. 


WRIGHT-HARGREAVES MINES, 
LTD. 

I hold 200 shares of Wright-Hargreaves 
bought at 6%. When it touched 10% I 
thought it would do better, particularly in 
the light of recent monetary developments. 
Please tell me if you recommend holding— 
and for how long.—E. F., Biloxi, Miss. 


There still exists considerable specu- 
lative interest in the gold mining in- 
dustry, not only because of the aband- 
onment of the gold standard by many 
of the principal nations of the world, 
but also because of the many monetary 
uncertainties currently existing which 
might easily result in a higher price 
for gold. With these factors still to 
be settled in the future, we feel very 
strongly that you will do well to main- 
tain your position in Wright-Har- 
greaves Mines, Ltd. capital stock. The 
company concentrates most of its ac- 
tivities in the Kirkland Lake District, 
and ranks among the leading gold pro- 
ducers of Canada. Obviously, because 
of the increase in the price of gold, 
following the abandonment of the gold 
standard by Canada as well as by other 
leading countries, earnings of Wright- 
Hargreaves have been benefited materi- 
ally. Thus, for the year ended August 
31, 1934, the last fiscal year in which 
earnings have been reported, this gold 
producer reported net income of $4,- 
018,242, compared with only $1,597,- 
636 for the 12 months ended August 
31, 1933. In addition, the higher gold 
prices which have been in effect for 
some time are permitting the treat- 
ment of lower grade ore bodies which 
could not be worked profitably on the 
prices prevailing a year or two ago. 
As a matter of fact, plans were laid 
late in 1934 to reach the 5,500-foot 
level of one of its gold veins, which, it 
is understood, should be very produc- 
tive. It is interesting to note the in- 
creased earnings trend of this company 
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over the last five years. In 1930, earn- 
ings per share were equivalent to 20 
cents; in 1931, 25 cents; in 1932, 36 
cents; for the year ended August 31, 
1934, 70 cents and the latest interim 
report of the company for the six 
months ended February 28, this year 
showed a gross income of $3,169,475, 
after deduction of the bullion tax; the 
net profit arrived at before deprecia- 
tion and surplus adjustments amounted 
to $1,997,066. Consequently, we still 
feel that as a low priced speculation, 
because of the continuance of the ad- 
vantageous position of the gold min- 
ing industry generally, and because too 
of the popular appeal which a stock 
of this kind has, the shares have inter- 
esting possibilities and offer to a well 
diversified industrial portfolio a defi- 
nite hedge against further inflation. 


INTERNATIONAL TELEPHONE 
& TELEGRAPH CORP. 


Please advise me immediately if you 
favor holding or selling 1.7.&T. bought at 
13%. It is my opinion it would be wisest 
to take my loss in the face of growing 
monetary uncertainty abroad, and would 
appreciate any comment you might care 
to make from this angle—J. L. P., Scran- 
ton, Pa. 


It is true that the growing money 
uncertainties abroad have very largely 
been the cause of the nervousness in 
the shares of International Telephone 
& Telegraph Corp. In spite of that 
condition, earnings of the company 
have improved, and this increase is 
unquestionably the result of less strin- 
gent exchange regulations, together 
with the generally improved economic 
conditions in many of the countries 
served by International Tel. & Tel.’s 
subsidiary units. Although a slight 
loss was recorded in the third quarter 
of last year, in the final three months 
the company returned to a profitable 
basis and for the year ended Decem- 
ber 31, 1934, revealed a net income 
of $2,059,571 equivalent to 32 cents 
a share on the capital stock compared 
with only $694,125 or 11 cents a 
share for 1933. While considering 
the earnings comparison above enu- 
merated, it is well to bear in mind that 
the net income for last year is after 
providing a reserve of $400,000 against 
possible reductions for the currencies 
of those particular countries for which 
the official rates have been calculated. 
Bank loans which stood at approxi- 
mately $44,000,000 at the end of 1931 
have been very materially reduced, and 
undoubtedly the balance will be ex- 
tended until such time as a funding 
operation is possible or earnings per- 
mit complete liquidation of loans. An- 
other strain under which the subject 
company has labored for some time has 
been its domestic subsidiary—the Postal 
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Telegraph & Cable Corp.—which has 
already reduced its operating losses, 
and it is hoped in the not too distant 
future may prove a source of actual 
profit to International Tel. & Tel. 
Although the situation surrounding In- 
ternational Tel. & Tel. stock is admit- 
tedly replete with risks, we are of the 
opinion that at current levels there is 
no need for you to liquidate your 
holdings and take the loss which you 
necessarily would take with the shares 
selling at current levels. 


GENERAL AMERICAN 
TRANSPORTATION CO. 


Would you care to comment on General 
American Transportation Co.’s near and 
long-term prospects? Do you think any 
sharp upmove possible? How does it com- 
pare with the industrials selling around its 
levels and paying similar dividends?— 
D. F. L., Racine, Wis. 


Although it is impossible to prognos- 
ticate any specific movement on the up 
side for the stock over the near and 
longer terms, nevertheless, from the 
viewpoint of definite accomplishment 
on the part of the management, Gen- 
eral American Transportation Corp.'s 
history over the past several years 
reveals some intensely interesting 
and worth while data. Only a few 
brief years ago—as a matter of fact, 
at the end of 1931—this company was 
laboring under a funded debt of over 
$41,500,000, bank loans were $4,500,- 
000 and the company faced three years 
of heavy maturities on its car equip- 
ment notes. At the same time, the out- 
look for its business was decidedly un- 
certain. Not only because of a sharp 
rise in earnings, but also because of 
the wise policy pursued by the man- 
agement in reducing the dividend rates 
on the capital stock, the company was 
enabled to pay off an aggregate of over 
$18,000,000 in funded debt and bank 
loans, which amounted to a reduction 
of approximately 40% in total debt 
during the years 1932, 1933 and 1934. 
For the 12 months ended December 
31, 1934, the company reported a net 
profit of $2,384,641 equal to $2.91 a 
share on the capital stock compared 
with $1,974,558 or $2.50 a share for 
the previous year. Although the com- 
pany now operates or controls ap- 
proximately 47,000 cars of various 
types, it has been very active in the 
development of new types of trans- 
portation equipment which is expected 
te considerably increase potential busi- 
ness. Of course, it must be borne in 
mind that future earnings of this com- 
pany will continue to reflect general 
business conditions throughout the 
country, but on the basis of the favor- 
able long term outlook, taken in con- 
junction with an experienced manage- 
ment’s foresighted policy, we see no 





need to disturb present commitments 
in the stock. In our opinion, the com- 
pany measures up very well indeed 
with other industrials selling in its com- 
parative price range and paying simi- 
lar dividends. 


SCHENLEY DISTILLERS CORP. 


I have 100 shares of Schenley Distillers 
bought at 30 on what I considered excel- 
lent advice. I am undecided whether to 
continue holding this stock, whether I 
should average down at current levels. 
Your advice has been right in the past, 
and I would like to have your opinion now. 
—M. C. P., Richmond, Va. 


As the second largest organization in 
the domestic liquor industry, the rec- 
ord of Schenley Distillers Corp., since 
its incorporation in July of 1933, has 
been remarkably good. The report 
for the year ended December 31, 1934, 
revealed net income of $6,970,961, 
equivalent to $6.64 a share on the capi 
tal stock. For the period from July 11, 
1933 (date of formation) through De- 
cember 31, 1933, the company re- 
ported net income of $3,522,307 or 
$3.35 a share. Of course, it must be 
recognized that the industry is en- 
countering intensified competition 
from numerous small rectifiers and dis- 
tillers, so that it would not be surpris- 
ing if profit margins of the large 
units such as Schenley were narrowed 
during the current year. Probably not 
more than $1.25 can be expected for 
the forthcoming report on the first 
quarter. Earnings for the first quarter 
last year were due at least 50% to 
Repeal enthusiasm. The balance sheet 
of the organization dated December 
31, 1934, revealed current assets 
of $20,499,325, including cash of 
$1,566,380, and current liabilities of 
$6,392,369. Bank loans were reduced 
during the year from $2,150,729 to 
$1,500,000 while cash holdings in- 
creased roughly $500,000. In view of 
the necessity to build up stocks of 
whisky for aging purposes, and the 
company’s program of building or pur- 
chasing additional manufacturing fa- 
cilities, Schenley doubtless will re- 
quire most of its earnings for some 
time ahead. It is probably in recogni- 
tion of this and the threat of additional 
competition from Canadian whisky 
which might enter the country if the 
present tariff were lowered incident to 
the Reciprocity Treaty, that Schenley’s 
capital stock is quoted at such a low 
figure in relation to last year’s earn- 
ings. However, in view of the ex- 
pected seasonal low in sales for the 
next quarter, we would be inclined to 
defer additional commitments at the 
moment. Meanwhile, maintenance of 
your long position in the issue with 
a view to longer term potentialities is 
suggested. 
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Significant Foreign Events 
(Continued from page 19) 








suffered a series of compound fractures, 
blithely embraces a Soviet alliance, 
ignoring the opportunity thus afforded 
for the spread of communistic propa- 
ganda. Not only have French army 
oficers been attached to Russian regi- 
ments, but additional Soviet business 
ofices and commercial contacts fol- 
lowing the recent Franco-Russian 
trade treaty, provide admirable points 
of contact for the dissemination of 
communistic doctrines. 

Although the fate of Lithuania seems 
sealed by a “mute” pact and there is 
not much chance of retaining her sov- 
ereignty whichever way the wind 
blows, England seems inclined to adopt 
a hands-off policy as long as German 
political intrigues or military ventures 
are confined to the Eastern front. In 
short, the somewhat contradictory 
policy of the British government con- 
sists in the attempt to maintain a pow- 
erful Germany, directed ultimately 
against Soviet Russia, and at the same 
time retain her role as a mediator in 
Western European controversies. 





If All Nations Devalue 
(Continued from page 17) 





and undoubtedly will continue to have, 
repercussions that are at times very 
awkward for us, but there it is. 

Because the pound has been man- 
aged to give reasonably stable sterling 
prices and because the “sterling bloc” 
of countries have succeeded in getting 
along fairly well, there has been a ten- 
dency for this bloc to grow. World 
trade has swung sharply, and is still 
swinging, to a sterling basis. We our- 
selves, together with other countries 
whose currencies are attached to gold 
at a fixed ratio have looked upon this 
tendency with some apprehension, for 
it has meant the growing penetration 
and influence of sterling prices on do- 
mestic price structures. However, 
there are reasons for believing that the 
sterling influence is at, or close to, the 
peak of its power and for this reason 
England probably is much less adverse 
to stabilization than the official utter- 
ances of Neville Chamberlain would 
lead one to believe. 

The sale of gold by the United States 
to Mexico and elsewhere south, while 
absolutely unimportant in itself, is 
thought to be deeply significant. Not 
only does it show that the Administra- 
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tion is disposed to cut down our ex- 
cessive stocks of the metal, but that we 
will challenge sterling’s position in Cen- 
tral and South America. The aggres- 
sive continuation of this policy, if it 
were only helped out by a complenren- 
tary trade policy, undoubtedly would 
bring about a powerful “dollar bloc,” 
perhaps comprising the whole of North 
and South America. 

The world would have had reason 
to fear sterling dominance more 
acutely had England taken more pro 
nounced steps to link the countries of 
the “sterling bloc” “tradewise,” con- 
trasted with “currencywise.” But the 
“sterling bloc” is no closely knit unit. 
Within the family there are the usual 
nationalistic rivalries and aspirations. 
There is even nothing fixed and sacred 
about the manner of their respective 
links to the pound. Some peg their 
exchange at one point, some at another; 
not infrequently the peg is changed. 
Moreover, new members are not in- 
variably welcomed with open arms— 
as witnessed by the increase in the iron 
and steel tariff imposed by England 
when the belga’s devaluation had _ be- 
come imminent and there was talk of 
linking this currency with sterling. 
Finally, there is a live possibility that 
the “sterling bloc” may even lose mem- 
bers. Japan is said to fear that the 
disintegration of the “gold bloc” may 
intensify the competition which she 
meets in world markets—and it prob- 
ably would. Yet, she could not very 
well follow a renewed decline in ster- 
ling (should it occur) for the reason 
that she has to buy so much in the 
United States. It is conceivable, there- 
fore, that Japan would abandon the 
yen’s link to sterling and link it to the 
dollar in the event of a further mate- 
rial decline in the gold value of the 
pound. 

Thus, while England has managed 
her currency well under difficult cir- 
cumstances and despite the mainte- 
nance of relatively stable sterling 
prices so far, all is not operating just 
100 per cent under the surface. 
As a matter of fact, the complexi- 
ties within the sterling area itself 
are not far from the point where alter- 
ations in the gold value of the pound 
cannot guarantee the old sure-fire re- 
sults. And here we have the reason 
why England in all probability would 
entertain eagerly any talk of stabiliza- 
tion so long as there were a sporting 
chance that the agreed dollar/pound 
rate was capable of being maintained in 
the light of the actualities of the situa- 
tion. 

Present difficulties within the ster- 
ling area also give us a clue as to what 
would happen in the event of no sta- 
bilization and a period of currency 
chaos. It has been thought that in 
such a period the world might adopt 





sterling, carrying on what trade there 
might be in this currency without re- 
gard to its relationship to gold. It 
would seem, however, that a universal 
return to gold would be just as easy 
as the universal adoption of sterling. 
The same unbalanced trade and debt 
positions that broke down the gold 
standard would break down other ex- 
changes in terms of sterling and the 
world on a sterling basis would suffer 
a repetition of what it has already gone 
through on a gold basis. 

Thus, it is certain to be gold some 
day, so why not now, aided by intelli- 
gent agreement. 





The Trend in Leading 
Commodities 


(Continued from page 29) 





lion pairs a year and the consump- 
tion of cattle hides from 16 million to 
19 million. While coming months may 
see some curtailment in consumption of 
shoes as prices will inevitably rise, the 
effect on the shoe manufacturer will be 
more inclined to be favorable than the 
reverse, for generally speaking his profit 
margin is wider on an advancing mar- 
ket for hides, leather and shoes than on 
a falling one. 





Dammed-Up Money Breaks 
the Jam at Last 


(Continued from page 25) 





that as few as possible get into this 
unfortunate position. This can be 
achieved by the purchase of non-call- 
able bonds, or by the purchase of bonds 
which have been issued bearing a low 
coupon rate—a rate that should, it 
would seem, not be higher than 4%. 
If this is decided upon, he will, of 
course, be confronted with the alterna- 
tive right now of quality versus lower 
return, about which we have been 
speaking, but it is better to take the 
plunge now than later; later it will be 
an even more difficult choice. 

It is possible perhaps that the pres- 
ent extreme ease in money rates, the 
dificulty of obtaining anything ap- 
proaching a reasonable return based on 
old standards, is not fully realized by 
investors who do not keep closely in 
touch with the situation. It is most 
important that they do so, for one of 
these days it is going to rise and hit 
them squarely. A man or institution 
looking around for a first class invest- 
ment today finds a situation that is 
almost desperate. Look! Call money 
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New York Curb Exchange 














quotations may be expected to reflect 
the increasing premium which estab- 
lished earning power and sound man- 
agement is likely to command. 








ACTIVE ISSUES 
Quotations as of Recent Date 





1935 
Price Range 
Recent 
Name and Dividend High Low Price 
SS See 52 32 4414 
Amer. Cyanamid B ) 11% 15 17% 
Amer. Gas & Elec. (*1.40) . 5 165 24% 
Amer. Lt. & Tr. (1.20)...... 10% 7 934 
Amer. Superpower......... 1% 4 1 
Assoc. Gas Elec. “A” wy 4 6 
Ul eee 9% 7% 1% 
Cities Service...... 1.1... 144% «(13 
Cities Service Pfd....... 14 6% 13% 
Cleveland Elec. Illum. (2) 2 2314 +32 
Colum. G. & E. cv. Pfd. (5). 64 32 56 
Commonwealth Edison (4) 65% 47% 61% 
Consol. Gas Balt. (3.60).... 6254 5254 62% 
NR SE eae 4% 2% 2% 
oo 7 eer 10% 7 954 
Creole Petroleum.......... 13% 10 12% 
aged = Rs th, 14% 15% 
Slat dh. ski Wo 6 wo 0 8b 4 B 
Elec. Bond & ee. .. % 3 6% 
Elec. Bond & Sha 52 2 3714 4936 
Ford Mot. of = an Cine 32% 25% 28% 
Ford Motor, Ltd........... 914 y 1% 
Re 71% 46 49 


* Includes extras. { Paid last year. 


Price Range 
Recent 

Name and Dividend High Low Price 
Glen Alden Coal (*134) . B 14% 16 
Great A. & P. Tea N.-V. (7). 12244 126 
ne re | ND oaths fol 13954 20% $%$.§3s9 
Gul of Bons 504%, «258 
Hudson Bay M. & S 14 11% 14% 
Humble Oil (1)............ 30 44 49% 

perial Oil (*.80)......... 17% 15% 16% 
Lake Shore Mines (*4 48 


58 
Mead-Johnson & Co. (i. 6334 =55 59% 


National Sugar Ref. (2) .. 35 27% «2934 
Niagara Hudson Pwr....... 43 2% 3% 
Novadel-Agene (2)......... 20% 21 
Pan-Amer. Airways (1) .. 39 43 
Pepperel Mfg. (6) .. 5234 

Pitts. Pl. Glass (1. 60). 463, 50% 


Sherwin-Williams (3) 





South Penn Oil (1.20) 

Swift & Co. (*.75)...... 15% 15% 
LS oe) 36 31 35 
United Founders . Saree 4 yy % 
United Lt. & Pwr. 58 1\% 
United Shoe Mach. (8) ‘0 ee 70 76% 
Walker Hiram H. W........ 3254 254% 25% 





_—$—<$—$—$—$—— eee 





in New York at one-quarter of 1% a 
year, long-term Governments carrying 
a 24%% coupon selling at more than 
101, corporations having no difficulty 
selling fully taxable bonds with a 334% 
coupon at par; the direction in which 
we are headed is obvious—it is toward 
still easier money and still lower in- 
vestment return, a state of affairs which 
will not be interrupted until there is a 
great and sustained increase in busi- 
ness activity, with or without inflation. 





Pittsburgh Plate Glass Co. 
(Continued from page 34) 








ute the major portion of the company’s 
earnings, but to these are added a host 
of other products, largely complemen- 
tary in nature. Minor products in- 








Earnings Per Share 








1984 1933 Recent Price Div. Yield 
$2.69 $1.86 $50 $2.00 4.0% 
clude such items as cement, paint 
brushes, insecticides, fertilizer, gold 


leaf, floor wax and ladders. 

This policy of continually diversify- 
ing the company’s activities has ironed 
out the fluctuations in earnings and 
while the company still leans heavily 
upon the automobile and building in- 
dustries, it is gaining stature in another 
important field. In addition to owning 
the Columbia Chemical Co., which 


supplies a portion of its soda ash re- 


quirements, Pittsburgh Plate Glass owns 
jointly with American Cyanamid Co., 

the Southern Alkali Corp., which will 
produce alkalies for southern oil re- 
finers, textile mills, etc. 

Pittsburgh Plate Glass controls its 
sources of supply through ownership of 
mines, quarries, gas wells, limestone and 
clay. There are 71 warehouses located 
in key cities throughout the country 
and manufacturing facilities are located 
advantageously in relation to important 
distribution points. The company is 
also active abroad and a plant is located 
in Belgium. 

Earnings have been fully in keeping 
with the company’s industrial promi- 
nence. In 1932, the first deficit in 
nearly fifty years was incurred and 
dividends have been paid without a 
break since 1899. Profits averaged 
$4.37 a share annually from 1919 
through 1931 and in 1932 the deficit 
was less than $61,000. Profits rose to 
$1.86 a share in 1933 and were ex- 
tended to $5,763,684 last year, equal 
to $2.69 a share on 2,141,914 shares 
of capital stock. 

The company has no funded debt or 
preferred stock. At the end of 1934 
working capital totaled $30,562,319, a 
gain of nearly $5,000,000 for the year. 
Cash and securities amounted to nearly 
$16,000,000, while current liabilities 
were less than $5,000,000. Several 
increases have brought the quarterly 
dividend up to 50 cents and well sup- 
plied with liquid resources the company 
is in a position to permit shareholders 
to share generously in the further im- 
provement in earnings anticipated this 
year. Yielding 4% at recent levels 
around 50, the shares are about in line 
with similar industrial issues and later 


Latest Developments on the 
Public Utility Front 


(Continued from page 15) 








York daily read by this writer, this 
thing was given nearly a column of 
space under the headline: “Shortage of 
Power Looms in All Zones.” Later— 
much later—one found, by looking 
hard enough, a paragraph or two in 
which several capable utility experts 
shot this “shortage” pipe dream full of 
holes, but the effect had been created. 
Now, of course, this is news that we 
are dealing with, and the puzzled utility 
investor must get the nice distinction. 
The fact that the New Deal is going 
in for public power development on a 
vast scale and can make justifying use 
of an official report pointing to short- 
age has nothing to do with the case. 
Oh, no! 


For years the public ownership 
propagandists in this country have sung 
the praises of the Ontario Hydro Com- 
mission and its “low” rates across our 
neighboring border. With them this 
political experiment in power has be- 
come a veritable legend. One wonders 
if they are now a bit dismayed to sce 
the “legend” blow up in their faces. 
Probably not. Hard facts have a way 
of sliding off the backs of the genuine 
public ownership boys like water off 
a duck. 

Volumes could be written on the 
history of the Ontario Hydro Com- 
mission, operating the largest public 
electricity business in the world. Suf- 
fice it to note a few pertinent facts. 
The present “New Deal” provincial 
government in Ontario based its suc’ 
cessful campaign in the last election 
chiefly on a “clean Hydro” issue. Poli- 
tical operation had consistently lost 
money, had used up depreciation re- 
serves, had contracted for more whole- 





could be sold, and, with all, had resulted 
in average rates to the consumer higher 
than the average in neighboring Que- 
bec province under private generation 
and distribution. 

In the new regime’s wholesale house- 
cleaning, numerous Hydro employees 
have been fired and salaries have been 
slashed. This, however, was not 
enough to pull the fat out of the fire. 
What was really needed was rates high 
enough to pay the freight, but the new 
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political management shied away from 
this as surely as had the old. Instead, 
legislation was adopted which holds 
the threat of repudiation of Hydro 
contracts with four private generating 
companies in Quebec unless these agree 
to reduce the wholesale rates agreed 
to in the respective contracts. 

In short, investors in these private 
companies are to be made the goats 
to pay, in part, for Ontario's political 
indiscretions and mismanagement in 
public power distribution. Even so, 
all evidence points to the conclu- 
sion that the Ontario venture will 
never repay the investment of public 
money, will never make profits if mea- 
sured by realistic accounting methods 
and will continue a subsidized and 
grossly false “yardstick”. 

Such is the world’s prime example 
of politics at the helm in the utility 
business. If you want to know what 
the record of T V A is likely to be 
over the years, take a look at Ontario. 








Happening in Washington 
(Continued from page 11) 








N RA what they think of it for desert- 
ing them. They told it so hard and 
bitterly to the Board in person that, not 
daring to suspend the code in so many 
words, it gave them indulgence for 
complete code nullification. 

Wages dropped and hours upped 
immediately; in fact, without wait- 
ing for the 7-point truce, operators 
hotly wired and wrote that the code 
and NRA were only forgotten 
scraps of paper for them. This 
fable—which is no fable—teaches 
that loyalty to the New Deal is not 
the cheapest nor the best policy. 





Speculative Opportunities 
in Preferreds 


(Continued from page 32) 








recognition of their speculative charac- 
ter. While no hard and fast standards 
have been followed, all of the com- 
panies represented have certain impor- 
tant characteristics in common. They 
all occupy established positions in their 
respective fields; their record under 
more normal conditions confirms their 
potential earning power; and they are 
identified with industries which appear 
to promise further important recovery 
this year. 

In each instance there are, of course, 
factors not subject to forecast which 
will exert a salutary influence in de- 
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termining the rapidity with which 
past dividends are liquidated and regu- 
lar payments reinstated. These make 
up the speculative elements. An at- 
tempt has been made, however, to in- 
clude only those issues where the 
weight of available evidence is definite- 
ly on the constructive side. Accumu- 
lated dividends in most instances are 
not excessive and their liquidation, 
therefore, would not appear to present 
too burdensome an obligation, with the 
companies in question being given any- 
thing approaching normal earnings 
recovery. 





The New N R A and 
Business 
(Continued from page 14) 








Others say that the outcome in the 
last hot and nervous hours will be a 
joint resolution continuing the present 
law for a specified time. 

One active group of business men is 
opposed to the whole conception of 
N R A except the item of minimum 
wages. This National Committee for 
the Elimination of Price Fixing and 
Production Control takes the position 
that N R A is “a philosophy to put a 
strait-jacket on business, and to a large 
extent freeze it where it stands today.” 
This group would be content with the 
enforcement of the anti-trust acts and 
the work of the Federal Trade Com- 
mission as sufficient restriction of un- 
fair competition. Anything beyond 
that is, in their opinion, a deterrent to 
prosperity and a check on the produc- 
tion of wealth. 

The best forecast that can be made 
at this time is that a new law will be 
passed that will break away three- 
fourths of the codes, that will make 
code authorities little more than auto- 
matic rubber stamps, that will make 
the distinction between voluntary codes 
and imposed codes virtually nil as to 
industrial self-government, that will 
minimize all powers relating to control 
of output, prices and distribution sim- 
ply to a buttressing of the anti-trust 
laws. The code epidemic will-die out, 
imposed codes will come in or be fore- 
stalled by lifeless voluntary codes. Be- 
sides taking the dream of national plan- 
ning out of industry and the glow of 
constructive group action out of busi- 
ness life the new law will be essen- 
tially a labor promotion and protec- 
tion law; which means price and pro- 
duction protection for labor, but not 
for capital. That may be bad from 
the standpoint of the latter, but not 
so bad as the 30-hour law to check the 
production of wealth in a hard-up 
period and the Wagner bill to hand 


industry over to the American Federa- 
tion of Labor. 

Competition will return, business 
will go after business instead of whin- 
ing for protection of less business. 
There will be less talk of compliance 
and more talk of reliance. As busi- 
ness gets better by self-help the codes 
will become more ethical and less tricky 
and will fade into economic colorless- 
ness except as they turn into real busi- 
ness associations, somewhat sanctified 
by law and refined by pitiless publicity. 

Not much attention has been given 
to the immediate effects of the NR A 
changes. Whatever happens, new 
law or not, price and volume competi- 
tion will come back on a big scale. 
That means a trend toward lower 
prices and increasing business activity. 
Already there has been some feverish 
anticipation of a new rule. Two years 
ago the incoming of N R A caused 
a boom in prices and business; this 
summer its measurable outgoing may 
give us a salutary fall in prices and a 
boom in volume. The passing of 
N R A may cause even more rejoicing 
and business effervescence than did its 
birth. Indeed, it may be far more 
honored and appreciated in death than 
it ever was in life. A welcome guest 
on arrival in 1933, its departure may 
be still more welcome in 1935. NRA 
may have the distinction of twice in- 
flating business—because it came and 
because it left—because it was and 
because it is not. 








Replacement Buying Now a 
Factor in Recovery 


(Continued from page 21) 








three major groups last year were 
fully reflected in the sales of represen- 
tative manufacturers of machinery and 
equipment. Companies in this field 
reported a gain of from 20 to 80 per 
cent in sales volume in 1934, many 
going from red ink to black, while 
others materially reduced losses. Elec- 
trical equipment companies booked the 
largest volume of orders since 1931. 
Sales by Allis‘Chalmers increased 53 
per cent; Caterpillar Tractor, 65 per 
cent; Fairbanks, Morse, 41 per cent; 
CutlerHammer, 40 per cent; Gen- 
eral Electric, 21 per cent and West- 
inghouse Electric, 39 per cent. 
Practically every important indus- 
trial field was represented by leading 
companies which purchased new equip- 
ment last year. Steel, chemical, oil, 
food, can, merchandising, automobile, 
clothing and shoe companies all felt 
the urge to spend money on their plants 
to offset rising costs, improve their 
products and safeguard their competi- 
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tive position. Textile manufacturers 
alone spent about $67,000,000, an in- 
crease of 12 per cent over 1933. 

The Machinery and Allied Products 
Institute has made a comprehensive 
survey, by means of a questionnaire, 
ot the deferred demand for equipment 
and machinery. From information 
thus obtained, the Institute calculated 
that with a sound governmental policy 
and restored confidence, the impres- 
sive sum of $18,754,632,000 would be 
spent for electrical machinery, turbines, 
engines, tractors, foundry and machine 
shop products, machine tools, agricul- 
tural equipment and miscellaneous ma- 
chinery. The Institute calls attention 
the census of manufactures to show 
that there was a $6,609,500,000 an- 
nual production of machinery just 
prior to the depression. During the 
depression output of- machinery 
dropped to $2,373,500,000 and the 
difference between these two figures 
over a five-year period would amount 
to $19,360,000,000, more even than 
their own survey indicated. 

The Electrical World has recently 
completed a thoroughgoing survey of 
the utility industry, which concludes 
that if only 10 per cent of the actual 
electrical needs of American homes 
were to be filled, $16,000,000,000 of 
new business would be created. Sales 
of electrical goods and equipment 
would amount to $3,'763,000,000; elec- 
trical manufacturers and distributors 
would create a business volume of $6,- 
428,000,000; electric utilities would 
spend more than $3,000,000,000 on 


plants; and various supply industries 
such as steel, machine tools, etc., would 
benefit to the extent of $3,300,000,000. 

For the greater part of this discus- 
sion we have been concerned largely 
with potential industrial replacements. 
What is true of industry, however, is 
also true of individuals. Home re- 
pairs, furniture, automobiles and wear- 
ing apparel have long been neglected 
and postponed. The general picture 
thus presented is that of an entire na- 
tion living on its past accumulation 
of capital goods, with the result that 
they have been used up far more 
rapidly through unrelenting deprecia- 
tion and obsolescence than they have 
been replaced. The demand is there, 
there is ample money to finance it and 
there are definite signs that it is slowly 
beginning to make itself felt. But be- 
fore the promise of genuine revival is 
fulfilled, the political obstacles and 
governmental attacks that keep “execu 
tives who should be directing the forces 
of expansion busy putting out fires,” 
will have to cease or be eliminated. As 
a cue to the probable trend of events 
in direction, the number of companies 
which have already started to spend 
large sums on new plants and equip- 
ment is certainly subject to constructive 
interpretation. The modernization 
drive which began last year is gaining 
force daily and it is quite conceivable 
that this tangible expression of confi- 
dence on the part of these larger com- 
panies may herald the long awaited 
breaking-up of the jam in the durable 
goods industries. 


General Foods and Standard 
Brands 


(Continued from page 31) 








During the past year, however, this | 
company has introduced its new “XR 7 
Yeast” as a faster, quicker acting yeast 7 
rich in Vitamins A, B, D and G. It 7 
would seem that any early recovery of 
enlarged earning power will depend ~ 
largely upon this product, upon a con: 7 
siderable expansion in general public 
spending or upon a more effective con- | 
trol of costs. 

On the aggregate of its more exten- 
sive line of products General Foods 
shows a superior current earnings trend 
and in addition offers the investor a 
very interesting bet on the future in 
the presently impressive development 
of its “Birdseye” frosted foods division. 
It is by no means improbable that this 
in time will become a very important 
source of profits. 

Neither stock carries much short- 
swing speculative appeal, but Standard 
Brands, with 12,645,380 shares out- 
standing as against only 5,359,751 
shares of General Foods, is much the 
more staid market performer of the 
two. 

On all counts, this analyst's vote goes 


to General Foods. 





Market At a Turning Point 
(Continued from page 9) 








guard. Whatever happens to NR A 
at the hands of Congress during the 
next six weeks or so, it seems a fore- 
gone conclusion that this agency has 
shot its bolt as a price raiser. In some 
lines renewed price pressure is already 
being felt, with code enforcement at a 
standstill. On the whole, in estimat- 
ing the business outlook, it would seem 
in order to make allowance for the 
possibility of a period of at least some 
price unsettlement ahead in finished 
goods. Such a development, as usual, 
would not be liked by business, might 
adversely affect profits of quite a few 
companies, but would unquestionably 
be a bullish long term force in expand- 
ing volume, which is our great lack 
after all. 
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